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THE  NYE-VANDENBERG  RESOLUTION 


Be  it  resolved,  that  a special  committee  of  the  Senate 
shall  be  appointed  by  the  Vice-President  to  consist  of 
seven  Senators,  and  that  said  committee  be,  and  is 
hereby,  authorized  and  directed — 

(а)  To  investigate  the  activities  of  individuals,  firms, 
associations,  and  of  corporations  and  all  other  agencies 
in  the  United  States  engaged  in  the  manufacture,  sale, 
distribution,  import,  or  export  of  arms,  munitions,  or 
other  implements  of  war;  the  nature  of  the  industrial 
and  commercial  organizations  engaged  in  the  manufac- 
ture of  or  traffic  in  arms,  munitions,  or  other  implements 
of  war;  the  methods  used  in  promoting  or  effecting  the 
sale  of  arms,  munitions,  or  other  implements  of  war; 
the  quantities  of  arms,  munitions,  or  other  implements 
of  war  imported  into  the  United  States  and  the  coun- 
tries of  origin  thereof,  and  the  quantities  exported  from 
the  United  States  and  the  countries  of  destination 
thereof;  and 

(б)  To  investigate  and  report  upon  the  adequacy  or 
inadequacy  of  existing  legislation,  and  of  the  treaties 
to  which  the  United  States  is  a party,  for  the  regulation 
and  control  of  the  manufacture  of  and  traffic  in  arms, 
munitions,  or  other  implements  of  war  within  the  United 
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States,  and  of  the  traffic  therein  between  the  United 
States  and  other  countries;  and 

(c)  To  review  the  findings  of  the  War  Policies  Com- 
mission and  to  recommend  such  specific  legislation  as  may- 
be deemed  desirable  to  accomplish  the  purposes  set  forth 
in  such  findings  and  in  the  preamble  to  this  resolution; 
and 

( d ) To  inquire  into  the  desirability  of  creating  a Gov- 
ernment monopoly  in  respect  to  the  manufacture  of 
armaments  and  munitions  and  other  implements  of  war, 
and  to  submit  recommendations  thereon. 


CHAPTER  ONE 


HOW  ARMS  ARE  SOLD 


We  certainly  are  in  one  hell  of  a business  where  a 
fellow  has  to  wish  for  trouble  so  as  to  make  a living,  the 
only  consolation  being,  however,  if  we  don’t  get  the  busi- 
ness, someone  else  will.  It  would  be  a terrible  state  of 
affairs  if  my  conscience  started  to  bother  me  now.”  This 
classic  utterance  was  made  by  Frank  S.  Jonas,  sales  agent 
for  several  munitions  companies,  in  a letter  from  South 
America  in  1933.  It  is  but  one  of  many  reasons  why  the 
Hearings  of  the  Nye  Committee  investigating  the  Ameri- 
can munitions  industry  has  been  able  to  hold  the  atten- 
tion of  the  country  for  three  weeks  in  spite  of  the  com- 
petition in  the  news  of  the  greatest  strike  in  the  history 
of  the  nation  and  the  fearful  disaster  of  the  Mono  Castle. 

The  Nye  Committee  was  appointed  by  the  United 
States  Senate  in  April,  1934,  and  its  sensational  Hearings 
were  held  in  September.  “Zaharoff  Got  $2,000,000  from 
Electric  Boat  Co.,”  "Bribery  Marked  Submarine  Sales 
in  South  America,”  “King  of  England  Blocked  American 
Firm  in  Poland,”  “Du  Pont’s  War  Orders  Amounted  to 
$1,245,000,000” — such  were  the  headlines  which  greeted 
the  newspaper  reader  during  the  Senate  investigation. 
The  repercussions  of  the  Hearings  were  world-wide.  In- 
dignant denials  from  England  and  France  were  followed 
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by  diplomatic  protests  from  Mexico  and  demand  for 
reparations  from  Argentina;  resignations  were  offered  and 
accepted  in  Bolivia,  two  newspapers  were  virtually  sup- 
pressed in  China,  and  damage  suits  were  begun  in  Greece. 
Similar  investigations  of  the  munitions  industry  are  being 
demanded  in  various  countries,  and  some  probing  is  al- 
ready in  progress  behind  closed  doors.  It  was  the  first 
time  in  history  that  any  government  had  ordered  an  in- 
vestigation into  its  arms  industry  in  order  to  secure  the 
detailed  facts  as  to  the  workings  of  this  business. 

Facts  there  were  a-plenty.  In  fact  the  materials  pro- 
duced from  official  records  and  correspondence  were  so 
abundant  that  it  is  easy  to  miss  their  significance. 
Through  all  of  it  there  runs  a definitely  recognizable  pat- 
tern which  constitutes  a convenient  basis  for  grouping 
the  evidence  scattered  through  the  record.  One  strand 
in  this  pattern  gives  definite  information  as  to  how  arms 
are  sold. 

In  order  to  sell  munitions  to  foreign  governments  it 
is  necessary  to  have  agents  on  the  ground.  It  is  probably 
good  policy  to  place  ads  in  Chinese  and  Bolivian  maga- 
zines when  these  countries  are  at  war.  It  is  likewise 
“according  to  Hoyle”  to  write  sales  letters  to  consuls  and 
diplomatic  officials  in  this  country  or  to  Army  and  Navy 
heads  in  other  countries.  In  most  cases  this  will  bring 
only  a polite  reply — if  that.  Agents  strategically  placed 
in  various  capitals  are  a different  matter.  They  can 
watch  the  situation  on  the  spot,  make  friends  with  the 
proper  officials,  wine  and  dine  them,  and  be  sure  that 
their  bids  are  not  thrown  unopened  into  the  waste-basket. 
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The  Nye  Committee  revealed  the  names  of  many  such 
agents,  and  it  is  easy  to  discover  what  qualifications  are 
' sought  in  an  arms  salesman. 

Sir  Basil  Zaharoff  recommended  an  agent  to  the  Elec- 
tric Boat  Company  in  the  person  of  Michel  Clemenceau, 
the  son  of  Georges  Clemenceau,  the  “Father  of  Victory,” 
the  “Tiger  of  France,”  famous  as  war-time  premier  and 
ruler  of  the  Versailles  peace  conference.  Michel’s  uncle, 
Paul,  was  at  one  time  engineer  at  Vickers  and  Schneider- 
Creusot,  president  of  a dynamite  company,  member  of  an 
association  of  French  war  material  manufacturers,  and 
married  to  the  daughter  of  a famous  Austrian  editor. 
His  other  uncle,  Albert,  was  a prominent  banker  in  his 
day.  Michel  himself  was  already  representative  of  Vickers 
on  the  European  Continent  and  in  South  America.  It  is 
not  unreasonable  to  suppose  that  Michel  Clemenceau 
knows  his  way  around  in  political  and  financial  circles, 
and  that  the  prestige  of  his  father’s  name  will  open  any 
door  on  which  he  chooses  to  knock. 

Another  arms  salesman  mentioned  was  Commander 
Luis  Aubrey,  formerly  of  the  Peruvian  Navy.  He  rep- 
resented the  Electric  Boat  Company  in  the  sale  of  subma- 
rines and  collected  about  $326,000  in  commissions  over 
a period  of  years.  He  opposed  the  views  of  the  American 
naval  mission  in  Peru  which  recommended  destroyers  and 
no  submarines.  He  persuaded  Peruvian  officials  to  in- 
clude a submarine  in  their  list  of  purchases,  and  he  re- 
ceived his  commission  on  this.  Aubrey  also  suggested 
that  he  be  sent  to  the  Geneva  disarmament  conference 
in  1925  in  the  interest  of  Peru  and  of  submarines.  His 
motto  there  would  be:  No  quotas  in  submarines,  and 
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submarines  must  be  classified  as  defensive  weapons  which 
were  not  to  be  barred. 

Other  salesmen  were  the  following:  The  son  of  a Ger- 
man general  of  World  War  fame  who  is  selling  arms  in 
Europe;  an  American  Army  adjutant  who  acted  as  agent 
for  tear  gas  sales  and  submachine  guns  for  Federal  Lab- 
oratories in  Hawaii;  reputable  and  established  importers 
headed  by  socially  prominent  business  men  who  meet 
government  officials  in  their  social  life;  former  govern- 
ment officials  from  the  Army,  the  Navy,  or  other  de- 
partments, including  former  members  of  parliamentary 
bodies.  There  is  no  need  to  extend  the  list;  the  pattern 
is  clear.  The  best  arms  agent  is  the  man  who  has  close 
connections  with  government  officials,  particularly  with 
the  Army  and  the  Navy.  No  doubt  a candid  arms  sales- 
man listing  his  qualifications  would  say  something  like 
this:  My  uncle  is  admiral  in  the  fleet;  my  cousin  is  gen- 
eral in  the  army;  my  godfather  is  quartermaster-general; 
my  wife  is  related  to  the  President;  I myself  hold  the 
rank  of  colonel  in  the  army  and  am  personally  acquainted 
with  all  the  leaders  in  government,  whom  I meet  regularly 
at  their  homes  in  a social  way. 

But  being  close  to  all-important  people  is  not  enough 
to  sell  arms.  The  most  persistent  note  throughout  the 
Senate  inquiry  was  that  of  bribery.  To  some  commenta- 
tors this  has  seemed  a gratuitous  insult  to  other  coun- 
tries, particularly  in  view  of  the  graft-ridden  politics  of 
the  United  States.  Various  South  and  Central  American 
governments  have  protested  the  “besmirching”  of  their 
good  names.  Without  stopping  to  weigh  the  merits  of 
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these  objections,  it  is  rather  significant  that,  according 
to  the  Senate  testimony,  arms  makers  everywhere  con- 
sider it  self-evident  that  graft  must  be  paid  before  mu- 
nitions can  be  sold. 

The  almost  unanimous  testimony  indicates  that  bribery 
usually  attends  the  sale  of  arms.  The  only  difference  lies 
in  the  terminology  employed.  Some  call  it  “commis- 
sions,” others,  “palm-oil”  or  “grease.”  In  China  it  is 
called  the  “squeeze,”  and  in  Turkey  it  is  “baksheesh.”  In 
Sir  Basil  Zaharoff’s  classic  phrase  it  is  “doing  the  need- 
ful.” In  view  of  this  lack  of  uniform  terminology  for  a 
standard  practice,  the  World-Telegram's  suggestion  that 
the  Esperanto  term  for  bribery,  “subacetoado,”  be  uni- 
versally adopted,  ought  to  prove  helpful. 

The  way  in  which  bribery  is  referred  to  in  the  corre- 
spondence of  arms  agents  is  highly  interesting.  Sir 
Charles  Craven  of  Vickers  wrote:  “There  was  a certain 
action  I had  to  take  which  involved  expenditure  of  which 
I am  sure  you  would  have  agreed  with.  I cannot  possibly 
say  more  in  writing.”  Lawrence  Y.  Spear  of  the  Electric 
Boat  Company  declared:  “The  real  foundation  of  all 
South  American  business  is  graft.”  Lawrence  Leon  of 
Curtiss- Wright  wrote  concerning  Mexico:  “I  have  never 
seen  any  country  where  graft  is  so  freely  taken  for 
granted.”  Another  Curtiss-Wright  man  said  in  regard 
to  the  Chaco  war:  “There  is  excessive  graft  to  contend 
with.”  In  regard  to  a Mexican  military  attache  a letter 
declared:  “He  always  wants  to  be  taken  care  of.”  The 
Chinese  situation  is  illuminated  by  a letter  from  the 
L.  E.  Gale  Company:  “Discussing  the  latter  (airplane 
business)  with  military  authorities  it  appears  it  will  be 
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necessary  to  pay  the  necessary  ‘squeeze.’  ” Finally  the 
whole  situation  is  summarized  by  Captain  John  Ball  of 
the  British  Soley  company  writing  to  his  American  agent, 
A.  J.  Miranda:  “We  fully  understand  that  arms  deals 
are  not  usually  done  without  some  officials  getting 
‘greased,’  but  if  any  palm-oil  is  required  it  has  to  be  added 
to  the  price  and  as  our  prices  are  at  least  50  per  cent  less 
than  factory  prices  for  the  same  arms,  they  will  stand 
a lot  of  grease  and  still  be  cheaper  than  the  manufac- 
turers’ price.” 

The  Senate  Committee  Hearings  named  a considerable 
number  of  bribe  takers  and  specified  the  amounts  they 
received.  Thus,  for  instance,  $50,000  was  paid  to  Juan 
Leguia,  son  of  the  late  President  of  Peru,  and  a large  sum 
was  given  to  an  unnamed  Chinese  official.  “Commis- 
sions” promised  on  orders  which  did  not  materialize  are 
also  revealing.  A high  Argentine  official  was  to  receive 
$50,000;  $180,000  was  to  go  to  certain  influential  per- 
sonages in  Rio  de  Janeiro  if  Brazil  ordered  six  subma- 
rines; the  “comptroller-general”  of  Bolivia  was  to  get 
5 per  cent  on  all  orders  placed,  but  the  Europeans  “raised 
the  ante”  to  10  per  cent;  15  per  cent  was  to  be  added  to 
all  Cuban  prices  for  certain  “interested  parties.” 

Vigorous  denials  have  been  made  of  these  charges  in 
many  cases  in  which  high  officials  have  been  named,  and 
apologies  have  been  demanded.  Whatever  the  facts  in 
individual  cases,  the  wide-spread  practice  of  bribe-giving 
and  bribe-taking  in  arms  sales  seems  well  established. 
And  this  is  said  without  pointing  fingers  at  the  “comic- 
opera  war  lords”  of  Latin  America  or  the  “heathen 
Chinee”  and  with  a reminder  that  purchasing  agents  of 
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Big  Business  everywhere  garner  in  enormous  sums  annu- 
ally as  their  ■'honest  graft.”  :*•  : - : v 

But  neither  the  proper  agents  nor  the  payments  of 
needful  “commissions”  always  produce  arms  orders.  Gov- 
ernments must  frequently  be  prodded  by  fear  to  increase 
their  armaments.  Ever  since  Basil  Zaharoff  demonstrated 
this  sales  technique  by  selling  submarines  to  Turkey  by 
pointing  out  that  Greece  was  so  equipped,  munitions 
salesmen  have  “in  a very  careful  and  diplomatic  manner” 
pointed  out  to  governments  what  their  neighbors  were 
doing  in  war  preparations  and  how  important  it  was 
to  “follow  suit  or  trump.”  The  opportunity  for  this 
technique  was  abundantly  given  in  the  last  decade.  Chile 
and  Peru  were  at  odds  over  Tacna  and  Arica,  Peru  and 
Colombia  over  the  Leticia  border,  Bolivia  and  Paraguay 
were  fighting  over  the  Chaco,  and  in  the  Far  East,  Japan, 
Soviet  Russia,  and  China  were  living  under  lowering 
skies. 

How  simple  to  inform  one  nervous  government  what 
its  “aggressive  neighbor”  is  doing  in  regard  to  arma- 
ments! Among  various  examples  of  this  device,  the 
letter  from  C.  W.  Webster  of  Curtiss-Wright  to  his  agent 
in  Peru  is  most  revealing:  “For  your  confidential  in- 
formation, their  friends  to  the  extreme  north  are  still 
purchasing  heavily.  You  might  use  this  in  your  official 
conversations,  but  in  a very  careful  and  diplomatic  man- 
ner.” Written  on  February  8,  1933,  this  probably  meant 
that  Colombia,  with  which  Peru  had  agreed  to  arbitration 
over  the  Leticia  boundary  dispute,  was  buying  heavily 
(also  from  Curtiss-Wright?)  and  that  Peru  should  take 
heed  and  do  likewise. 
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Lobbying  is  another  practice , sometimes  employed  by 
the  munitions  industry.  Things  do  go,  wrong  in  spite  of 
everything  and  have  to  be  “fixed.”  Embargo  bills  appear 
before  legislative  bodies  and  are  actually  reported  out 
of  committee,  or  certain  legislatures  do  not  like  the  idea 
of  “gassing”  workers  during  strikes  and  set  out  to  abol- 
ish the  practice,  or  payment  on  bills  may  be  held  up  by 
failure  to  pass  deficiency  bills,  or  there  may  even  be  a 
move  to  do  more  than  talk  about  disarmament.  That 
is  the  time  for  lobbyists  to  step  in  and  do  their  work. 
DuPont  denied  that  it  ever  did  any  lobbying  at  Washing- 
ton, yet  it  conceded  that  it  discussed  the  embargo  bill 
with  Army  officials  and  was  assured  that  there  was  no 
cause  for  alarm.  The  president  of  Federal  Laboratories 
recorded  in  1932:  “We  had  to  do  considerable  lobbying 
in  our  national  capital  and  also  in  State  capitals  to  pre- 
vent unfavorable  legislation  against  the  use  of  gas.”  This 
lobbying  was  done  especially  in  Pennsylvania  and  in  the 
Argentine. 

The  outstanding  case  of  lobbying  reported  at  the  Hear- 
ings was  that  of  S.  J.  Joyner  in  the  interest  of  the  Electric 
Boat  Company.  He  claimed  in  letters  that  he  had  in- 
fluenced the  selection  of  two  members  of  the  House  Rules 
Committee,  “the  most  important  to  us  when  any  legis- 
lation is  up.”  He  also  took  credit  for  having  a deficiency 
bill  passed  and  for  creating  marvelous  good-will  for  his 
company  in  all  branches  of  the  government.  “I  absolutely 
and  positively  believe  and  feel  safe  in  making  the  state- 
ment that  if  it  had  not  been  for  action  taken  in  this 
office  on  the  day  before  the  bill  was  passed,  that  the 
second  deficiency  bill  would  have  gone  over  until  the 
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next  session  . . . My  reason  for  not  putting  this  in  writ- 
ing is  out  of  respect  for  those  who  have  helped,  and  who 
were  so  powerful  and  so  friendly.  The  code  of  honor 
between  men  makes  it  unethical  to  name  persons.”  Vig- 
orous denials  greeted  the  publication  of  the  Joyner  let- 
ters, and  it  is  possible  that  Joyner  was  following  the  tac- 
tics of  all  lobbyists,  namely,  claiming  credit  for  himself 
for  anything  favorable  which  occurred.  But  certainly 
there  can  be  no  doubt  of  the  fact  that  Joyner  was  lobbying 
for  the  Electric  Boat  Company  in  Washington. 

Suppose  now  that  all  has  gone  well  and  that  an  arms 
order  is  placed;  there  still  remains  the  knotty  problem 
of  financing.  The  post-war  years  have  been  marked  by 
financial  troubles  in  most  countries.  Monetary  advisers 
were  called  in  from  abroad,  currency  was  depreciated 
to  a fraction  of  its  former  value,  and  nations  needed  all 
their  funds  for  reconstruction  work.  The  depression  re- 
duced national  revenues  still  further.  But  all  of  this  did 
not  prevent  the  purchase  of  arms  by  governments.  In 
1929  national  expenditures  for  armaments  were  about 
100  per  cent  higher  than  they  were  in  1913,  and  when  the 
world-wide  war  scare  of  1933-34  created  a tense  inter- 
national situation,  reckless  purchases  of  arms  and  raw 
materials  were  indulged  in  everywhere,  even  though  all 
other  national  needs  as  well  as  the  unemployed  had  to 
be  neglected  and  a country  be  brought  to  the  verge  of 
bankruptcy. 

Within  this  framework  the  arms  agents  had  to  oper- 
ate. The  question  of  financing  presented  unusual  diffi- 
culties. Arms  agents  with  signed  contracts  in  their 
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pockets  were  balked  because  their  financial  demands 
could  not  be  met.  The  arms  industry  seldom  gambles. 
It  prefers  not  to  extend  credit  to  foreign  governments. 
Now  and  then  a ninety-day  term  of  payment  is  arranged, 
but  generally  it  is  “about  one-third  down  and  the  bal- 
ance on  delivery.”  Let  the  bankers  do  the  gambling — 
with  other  people’s  money!  With  any  kind  of  luck  and 
careful  management,  arms  orders  are  virtually  self- 
financing. 

But  all  of  these  careful  calculations  are  of  no  avail  if 
the  government  in  question  has  no  money.  The  easiest 
way  to  remedy  the  situation  is,  of  course,  a foreign  loan. 
The  history  of  arms  sales  is  filled  with  such  loans.  This 
is  a favorite  method  of  operation  of  the  French  arms 
makers,  who  have  frequently  been  able  to  persuade  even 
the  French  government  to  make  loans  to  certain  coun- 
tries in  order  that  the  French  arms  industry  might  receive 
prompt  payment  for  its  wares. 

Nobody  knows  precisely  how  much  of  the  $15,000,- 
000,000  invested  by  Americans  in  foreign  bonds  in  the 
last  twenty  years  has  been  used  for  payment  of  arma- 
ments. Some  of  it  certainly  has  gone  for  that  purpose. 
The  Nye  Committee  reported  one  interesting  case.  A 
United  States  naval  mission  was  operating  in  Peru  in 
1924,  and  its  recommendations  involved  an  expenditure 
of  $12,000,000,  which  was  secured  through  a loan  from 
United  States  investors.  The  Electric  Boat  Company 
participated  in  this  business  and  it  “claimed  some  credit” 
for  establishing  Peruvian  credit  in  the  United  States. 
About  $75,000,000  in  Peruvian  bonds  is  now  in  default. 
It  would  be  interesting  to  know  how  much  of  this  money 
was  used  for  paying  arms  purchases. 
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But  the  easy  money  from  the  American  suckers’  pocket- 
books  began  to  give  out  when  the  obvious  stringency  of 
governments  became  apparent.  Even  then  there  was  a 
way  out.  There  developed  the  system  of  “compensation 
exports”  or,  in  simpler  language,  barter.  Arms  valued 
at  $5,000,000  were  exchanged  for  $5,000,000  of  coal,  and 
so  on.  This  system  worked  well  among  the  Europeans, 
but  apparently  not  so  well  with  the  Americans.  Nonethe- 
less the  records  are  full  of  suggestions  of  this  kind,  ranging 
from  cocoanuts,  lumber,  beer  barrels,  and  rubber,  to 
guano  and  emeralds.  The  re-sale  of  these  foreign  products 
in  the  static  market  of  the  United  States  would  have  in- 
volved too  much  work  and  risk,  which  the  American  arms 
makers  did  not  relish.  But  the  scheme  is  of  interest  to 
show  how  governments  will  “plan  and  plot”  to  get  arms. 

The  records  of  the  Senate  investigation  reveal  many 
other  promotion  methods  of  arms  salesmen.  One  is  the 
use  of  famous  names  as  testimonials  or  with  hints  as  to 
their  “usefulness.”  It  is  difficult  to  say  how  much  of 
this  material  is  based  on  fact  and  how  much  is  merely 
advertising  copy.  Certainly  when  an  aircraft  agent  uses 
the  names  of  Amelia  Earhart  and  Ruth  Nichols  to  sell 
planes,  whether  commercial  or  military  (most  planes 
are  readily  convertible),  the  indignant  denials  of  these 
two  peace-loving  aviators  will  find  ready  credence.  A 
similar  denial  was  made  by  General  Mac  Arthur  who  was 
reported  by  a Turkish  agent  as  “boosting”  American 
planes  “like  a salesman.” 

Then  there  is  the  use  of  women  who  sell  themselves 
and  arms  at  the  same  time.  Such  women  always  figure 
as  spies  in  war-time,  hence  it  is  not  surprising  to  find 
them  in  the  munitions  business.  This  phase  of  the  in- 
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vestigation  made  lurid  copy  for  the  sensational  press, 
but  unfortunately  there  still  seems  to  be  a place  for  this 
type  of  sales  method  in  selling  arms  to  governments. 

Behind  all  munitions  salesmen  are  the  guiding  spirits 
in  the  home  offices,  the  executives,  directors  of  sales,  man- 
agers, presidents,  and  other  officials  of  the  arms  compa- 
nies. A score  or  more  of  these  appeared  at  Washington 
and  sat  in  the  “anxious  seat”  during  the  Senate  investiga- 
tion. What  character  of  men  are  they?  Are  they  inhu- 
man, bloodthirsty  fiends,  vampires  battening  on  the  life- 
blood of  their  human  victims?  Or  are  they  of  the  gangster 
type,  subnormal  morons  who  hardly  understand  what 
they  are  doing?  Or  are  they  perhaps  superintendent 
villains,  master  minds  scheming  night  and  day  how  to 
brew  trouble  and  to  profit  thereby?  These  are  not  rhetor- 
ical questions,  but  represent  the  picture  which  many  have 
in  mind  when  they  read  of  the  munitions  makers.  It  is 
important  to  destroy  this  utterly  ridiculous  conception 
if  an  understanding  is  to  be  gained  of  the  problem  con- 
fronting the  world  today  in  the  munitions  industry. 

These  pictures  are  not  even  caricatures;  they  are  all 
false.  The  average  munitions  maker  is  above  all  a 
capitalist  business  man.  The  arms  industry  has  a way 
of  being  ahead  of  other  industries  in  technology  and 
in  indicating  social  and  economic  trends.  Thus  we  may 
see  a bit  more  clearly  in  the  munitions  maker  the  essen- 
tial character  of  capitalist  Big  Business. 

The  average  business  man  is  not  in  business  “for  the 
pleasure  of  it.”  He  wants  to  earn  profits  and  “get  rich 
quick.”  This  is  the  key-note  of  capitalist  civilization. 
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If  it  is  going  to  harm  business,  the  average  business  man 
will  not  inquire  too  scrupulously  into  the  ethics  of  his 
trade,  the  condition  of  his  workers,  the  uses  to  which  his 
products  are  put.  The  lure  of  profits  has  dulled  many  a 
sensitive  conscience,  and  under  capitalist  competition  this 
is  almost  inevitable.  This  is  the  picture  of  the  stock 
market,  the  great  banks,  the  huge  corporations,  and  of 
some  professions — a picture  which  has  been  so  painfully 
etched  into  American  consciousness  in  recent  years.  Capi- 
talist business  simply  cannot  afford  to  be  bothered  much 
with  ethics,  because  “someone  else  will  get  the  business 
if  we  don’t.”  There  are  many  exceptions,  particularly  in 
small  businesses,  but  these  exceptions  again  merely  serve 
to  emphasize  the  rule. 

The  munitions  maker  belongs  to  this  same  group;  he 
is  a capitalist  Big  Business  man.  The  psychograph  which 
he  has  drawn  of  himself  in  Washington  is  very  interesting. 
He  appears  to  be  above  the  average  in  intelligence  among 
business  men.  He  moves  about  internationally,  fre- 
quently speaks  several  languages  (Zaharoff,  the  king  of 
them  all,  is  said  to  speak  fourteen  languages  fluently), 
travels  extensively,  and  knows  his  way  around  not  only 
in  the  world  but  also  among  men.  He  keeps  posted  on 
foreign  affairs  and  knows  when  a country  has  appropri- 
ated large  sums  for  armaments.  He  is  on  the  lookout 
particularly  for  war-scares,  wars,  strikes,  riots,  and  any 
kind  of  trouble  which  may  put  officials  in  a frame  of  mind 
to  buy  arms.  He  is  not  above  using  the  press  in  order  to 
raise  a war  scare  or  a Red  scare. 

The  evidence  for  this  is  ready  to  hand  from  the  record. 
A few  illustrations  will  suffice.  In  April,  1934,  Mussolini 
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made  one  of  his  belligerent  speeches  in  which  he  de- 
clared that  Italy’s  future  lay  in  Asia  and  Africa.  Imme- 
diately this  was  reported  to  the  home  office  by  an  arms 
agent  with  the  comment  that  this  speech  had  so  alarmed 
the  Turks  that  a boom  for  munitions  seemed  in  prospect. 
An  official  of  the  Curtiss-Wright  Company  observed  in 
regard  to  the  Colombia- Peru  and  Bolivia- Paraguay  con- 
flicts in  South  America:  “I  am  still  of  the  opinion  that 
before  these  two  comic-opera  wars  finish  in  the  North 
and  South  that  practically  all  of  South  America  will  be 
involved — so  watch  your  step  and  play  your  cards  ac- 
cordingly.” When  sales  resistance  developed  in  South 
America,  a memorandum  in  the  files  of  this  same  com- 
pany suggested  that  “the  only  thing  which  could  over- 
come all  these  obstacles  at  once  would  be  for  the  jingoes, 
advocating  preparedness,  to  get  the  upper  hand  or  for 
me  to  resort  to  the  ‘old  manoeuvre.’  ” Just  what  that 
“old  manoeuvre”  is  would  be  interesting  to  know.  Finally, 
a Du  Pont  director  of  sales  reports  home  from  Europe 
that  “there  seems  to  be  the  beginning  of  a decided  in- 
crease in  activity  in  the  ammunition  business  in  Europe.” 
He  adds  that  “the  immediate  cause  of  excitement  is  the 
possibility  of  revolution  of  the  Croats  in  Serbia.” 

Aside  from  being  a full-fledged  capitalist  business  man, 
the  munitions  maker  is  above  all  a militarist.  Many  of 
them  have  come  out  of  the  Army  or  the  Navy  (for  in- 
stance, Driggs,  Miranda,  Young,  Goss,  Ball,  and  others) 
and  have  absorbed  there  a scorn  for  all  efforts  to  rid  the 
world  of  war.  Of  course  they  want  peace,  but  they  believe 
that  the  only  way  to  insure  that  is  to  arm  to  the  teeth. 
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Disarmament  to  them  is  either  a hollow  gesture  or  a 
threat  to  the  security  of  the  nation.  They  laugh  at  the 
“idealists  who  imagine  that  homo  sapiens  is  filled  with 
honor,  justice,  love,  and  self-sacrifice”;  they  ridicule  the 
“cooky-pushers  in  the  State  Department”  who  want  to 
place  embargoes  on  the  shipment  of  arms;  they  sneer  at 
“Geneva  and  other  fancy  conventions”  which  might  out- 
law the  particular  war  engine  which  they  are  manufactur- 
ing. The  League  of  Nations  is  an  idle  dream,  and  the 
disarmament  conferences  are  a nuisance  because  they 
may  curtail  their  business. 

All  of  this  may  seem  like  so  much  hypocrisy  to  many 
people,  but  it  is  nothing  more  than  the  standard  creed 
of  the  average  militaristic  nationalist.  Economic  deter- 
minists  have  here  some  excellent  material  with  which  to 
demonstrate  that  economic  interests  create  a philosophy 
of  life.  It  should  not  be  forgotten,  however,  that  in  its 
larger  outlines  the  munitions  makers’  creed  differs  very 
little  from  that  of  capitalist  governments.  Only  when 
that  is  remembered  will  the  problem  of  the  arms  in- 
dustry be  understood. 

This  discussion  of  the  sales  technique  of  the  arms  mak- 
ers and  the  psychology  behind  it  has  thus  far  omitted 
one  supremely  important  factor:  the  aid  given  to  the 
industry  and  its  salesmen  by  various  government  depart- 
ments. This  is  a matter  fraught  with  many  dangers. 
How  far  and  in  what  manner  the  United  States  Govern- 
ment is  aiding  and  abetting  the  manufacture  and  sales 
of  munitions  in  this  country  constitutes  one  of  the  most 
significant  phases  of  the  Senate  investigation. 
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When  the  textbook  writers  in  civics  and  politics  and 
constitutional  law  bring  their  works  up  to  date,  will  they 
include  the  government  activities  revealed  by  the  Nye 
Committee?  And  will  they  find  proper  constitutional 
warrant  for  them?  For  what  does  the  record  show?  A 
tie-up  between  the  munitions  industries  and  various 
government  departments  which  is  so  close  that  the  in- 
vestigator exclaimed  again  and  again:  Why,  that  makes 
the  government  a sales  agent  for  the  arms  industry! 

To  begin  with  the  military  departments,  the  Army  and 
the  Navy  and  their  various  bureaus  of  ordnance,  avia- 
tion, etc. ; one  might  readily  guess  without  any  evidence 
that  the  relations  between  these  departments  and  the  mu- 
nitions makers  would  be  very  close.  Many  of  the  arms 
makers  are  former  Army  and  Navy  men;  they  may  now 
be  in  the  Reserve  or  be  acting  as  government  advisers  in 
chemical  warfare  or  other  matters.  Many  of  them  be- 
long to  the  same  associations  as  the  military  men,  such 
as  the  Army  Ordnance  Association.  Their  technical  in- 
terests are  frequently  the  same  and  they  often  work  over 
the  same  problems.  This  professional  and  personal  rela- 
tion is  made  even  closer  by  the  fact  that  the  munitions 
makers  court  those  government  officials  who  can  aid 
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them  in  any  way.  How  close  the  munitions  makers  are 
to  the  military  departments  of  the  government  may  be 
seen  from  the  fact  that  Du  Pont  barely  objected  to  or 
modified  the  statement  that  it  was  a “semi-official”  part 
of  the  government. 

That  the  military  departments  of  the  government  are 
wholeheartedly  in  favor  of  the  private  munitions  makers 
has  long  been  clear.  When  the  Embargo  Resolution  was 
up  before  the  House  Foreign  Affairs  Committee  in  March, 
1928,  the  Secretaries  of  War  and  of  the  Navy  entered 
their  objection  to  the  proposed  legislation  and  insisted 
that  the  defense  program  of  the  United  States  demanded 
that  private  munitions  makers  be  given  full  freedom 
to  sell  to  all  and  sundry.  This  would  keep  them  in  prac- 
tice for  a “national  emergency.”  In  line  with  this  con- 
tention is  the  significant  fact  that  government  contracts 
for  war  materials  are  generally  “split”  with  private  arms 
makers,  although  government  arsenals  and  shipyards  are 
in  many  instances  adequate  to  do  the  work. 

The  actual  assistance  rendered  by  the  military  depart- 
ments of  the  government  is  simply  amazing.  The  general 
policy  of  the  War  Department  was  clearly  stated  by  the 
Assistant  Secretary  of  War,  C.  B.  Robbins,  to  L.  L. 
Driggs,  in  a letter  dated  May  8,  1928:  “It  is  the  desire  of 
the  War  Department  to  encourage  the  manufacture  of 
munitions  in  the  United  States  by  commercial  manufac- 
turers.” The  Army  designs  for  anti-aircraft  guns  were 
then  promised  and  “the  War  Department  hopes  that  your 
company  may  be  successful  in  obtaining  an  order  for  the 
manufacture  of  a considerable  number  of  these  new  anti- 
aircraft materials  of  the  latest  U.  S.  Army  design.” 
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Keeping  in  mind  this  general  policy,  what  aid  do  the 
arms  makers  receive  from  the  officials  in  the  military 
departments?  First,  there  is  the  matter  of  acting  as  the 
testing  department  for  all  manner  of  arms  and  muni- 
tions. Proving  grounds  are  very  expensive  and  can  be 
afforded  only  by  the  huge  munitions  cartels  of  Europe. 
Krupp’s  testing  ground  was  a ten-mile  range  at  Meppen 
virtually  given  to  him  by  the  German  government.  The 
small  American  companies  (and  even  the  larger  ones) 
have  little  need  for  such  an  expensive  addendum  to  their 
plant,  and  there  is  apparently  not  sufficient  coherence 
among  the  various  companies  to  provide  a joint  testing 
field  for  all  companies.  So  the  United  States  Army  and 
Navy  do  the  testing  for  the  private  arms  manufacturers. 
To  be  sure  they  charge  for  this  service.  All  expenses  must 
be  covered.  But  it  is  apparently  a regular  practice  for 
government  arsenals  like  Aberdeen,  Watervliet,  and  oth- 
ers to  be  used  for  the  testing  of  all  manner  of  munitions. 
One  day  it  may  be  armor  plate,  the  next  anti-aircraft  de- 
vices, the  third  bomb  fuses,  and  so  on. 

Naturally,  reports  are  made  by  government  officials 
of  the  results  obtained.  Some  of  these  reports  are  secret, 
others  are  not.  The  record  shows,  however,  that  it  is 
possible  for  the  arms  makers  to  get  these  government  re- 
ports and  to  use  them  in  their  sales  promotion. 

Thus  a report  on  Seversky  airplane  performance  was 
sent  to  Brazil  by  Mr.  Miranda  with  the  following  com- 
ment: “The  official  report  which  the  Air  Corps  has  sent 
to  the  War  Ministry  in  Washington  regarding  the  Sever- 
sky is  one  of  the  finest  that  I have  ever  been  privileged 
to  look  at.  The  report  is  extremely  confidential  and  only 
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with  a great  deal  of  trouble  have  I been  able  to  secure  a 
copy  of  it,  which  I am  enclosing  herewith  for  your  own 
confidential  information.  For  goodness’  sake  treat  this 
report  as  confidential  and  do  not  let  it  out  of  your  hands, 
although  you  may  of  course  show  it  to  a few  chosen 
people  in  high  official  circles.  I repeat,  this  is  a highly 
official  report  rendered  by  the  War  Air  Corps  to  the  War 
Ministry  in  Washington.” 

Moreover,  these  tests  are  frequently  attended  by  the 
news-reel  people,  who  apparently  believe  that  every 
showing  of  news-reels  must  include  a heavy  proportion 
of  military  pictures.  The  newspapers  also  print  some  of 
these  pictures.  The  arms  agents  have  long  since  seen  the 
advantage  of  this  kind  of  promotion  work,  and  pictures 
from  rotogravure  sections  of  the  press  and  moving  pic- 
tures of  various  tests  (made  by  U.  S.  Army  and  Navy 
men)  are  taken  round  the  world  and  aid  the  sales  of 
American  munitions. 

Another  important  aid  extended  by  Army  and  Navy 
is  the  loan  of  drawings  and  designs  for  all  kinds  of  arms. 
The  military  departments  are  naturally  the  government 
depository  of  these  designs,  and  the  arms  makers  have 
learned  to  make  these  officials  their  first  place  of  re- 
search. Not  all  designs  are  released;  apparently  there 
are  “military  secrets.”  But  in  the  case  of  L.  L.  Driggs 
the  Army  was  ready  to  release  drawings  of  anti-aircraft 
guns  on  which,  according  to  Driggs,  it  had  spent  $2,000,- 
000  in  development.  This  matter  of  “military  secrets,” 
however,  can  hardly  be  very  important,  because  the  tech- 
nical journals  carry  news  of  the  latest  developments. 
Thus  Assistant  Secretary  of  War  Robbins  wrote  to  Mr. 
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Driggs:  ‘The  article  on  anti-aircraft  progress  by  Major 
G.  M.  Barnes,  Ordnance  Department,  published  in  the 
March-April  1927  issue  of  Army  Ordnance  is  a very  ex- 
cellent resume  of  the  present  status  of  anti-aircraft  de- 
velopment in  the  United  States  and  should  serve  as  very 
good  sales  literature  in  convincing  foreign  governments 
of  the  efficiency  of  U.  S.  Army  anti-aircraft  artillery  ma- 
terial.” 

The  Army  and  Navy  are  helpful  also  in  other  ways. 
The  modern  art  of  war  is  a highly  complicated  and  tech- 
nical matter.  Experts  on  various  fields  are  necessary  to 
direct  and  handle  all  the  ingenious  machines  employed 
in  modern  mass  slaughter.  This  is  a matter  in  which  the 
small,  non-industrial  nations  must  learn  from  the  great 
industrialized  countries,  and  these  big  brothers  are  only 
too  glad  to  accommodate  them.  The  system  of  military 
and  naval  missions  is  fairly  old.  It  generally  went  hand  in 
glove  with  political  friendships.  Sometimes,  however,  the 
nation  best  qualified  in  a certain  field  was  called  in  to 
train  the  military  and  naval  forces  of  a smaller  power. 
Thus  before  the  World  War  the  curious  paradox  existed 
that  the  British  were  training  and  developing  the  Turkish 
Navy  while  the  Germans  did  the  same  for  the  Turkish 
Army. 

Military  and  naval  missions  always  recommend  the  ac- 
quisition of  more  war  materials.  Just  as  all  military 
maneuvers  always  show  the  extreme  difficulty  of  defense 
and  point  to  the  need  of  further  equipment,  so  military 
and  naval  missions  in  foreign  countries  invariably  in- 
sist on  more  cannons,  more  aircraft,  more  battleships, 
more  machine  guns.  And  this  additional  materiel  is  gen- 
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erally  ordered  from  the  country  which  sends  the  mission. 
The  United  States  has  had  various  missions  in  South 
America,  above  all  in  Peru  and  Brazil. 

The  mission  idea  is  at  times  simplified  and  reduced 
to  a single  officer.  Thus  Colombia  has  had  the  aid  of 
Commander  James  H.  Strong,  U.  S.  Navy.  Commander 
Strong  worked  out  coast  and  river  defense  plans  for 
Colombia,  inspected  Colombian  ammunition,  and  in  vari- 
ous ways  made  himself  useful  to  that  country.  This 
American  naval  officer  naturally  recommended  American 
guns  and  ammunition  and  bombs  and  received  some 
“commissions”  from  Federal  Laboratories  for  various 
kinds  of  aid.  Shortly  before  this,  a U.  S.  naval  mission 
had  been  advising  Peru  and  suggesting  the  purchase  of 
American  arms  also.  Thus  these  two  countries,  which 
fought  once  over  Leticia  and  may  fight  again,  were  both 
trained  by  the  U.  S.  Navy  and  equipped  with  American 
munitions. 

And  at  the  same  time  the  United  States  Government 
was  making  various  moves  at  Geneva  in  order  to  bring 
about  the  much- discussed  and  vainly  sought  reduction 
in  armament  burdens  throughout  the  world. 

Another  regular  aid  which  the  arms  makers  receive 
from  the  Army  and  Navy  is  unofficial  assistance  in  bring- 
ing foreign  military  and  naval  missions  to  the  United 
States  and  in  demonstrating  to  them  American  war  en- 
gines on  government  proving  grounds  and  arsenals.  In 
order  to  sell  arms  to  another  country  it  is  necessary  either 
to  give  a demonstration  in  that  country  (which  is  very 
expensive)  or  to  bring  foreign  experts  over  here  to  ob- 
serve. The  latter  method  is  much  the  preferable  for 
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American  arms  makers,  since  it  enables  many  of  them 
to  get  together  and  to  show  their  wares.  But  the  foreign 
experts  want  to  see  actual  firing,  in  order  to  observe  a 
gun  in  action  or  to  see  the  effects  of  a shell.  Here  again 
Army  and  Navy  officials  are  very  accommodating.  A 
demonstration  of  various  war  engines  by  Army  and  Navy 
men  is  arranged — on  government  proving  grounds — and 
the  foreign  observers  are  invited  as  guests  and  wit- 
nesses. This  has  become  one  of  the  standard  forms  of 
selling  arms,  and  these  foreign  purchasing  commis- 
sions frequently  travel  from  country  to  country,  com- 
paring what  they  have  seen  and  leaving  their  orders 
behind. 

Thus  it  will  be  seen  that  the  Army  and  Navy  play  an 
important  part  both  in  the  manufacturing  and  selling  end 
of  private  munitions  makers  in  the  United  States.  Some- 
times they  go  even  further.  Army  pilots  were  lent  to  air- 
plane manufacturers  to  act  as  demonstrators  in  foreign 
sales  negotiations.  At  Warsaw  in  1930,  Captain  John  K. 
Cannon  demonstrated  a Curtiss-Wright  plane  and  made 
the  plane  “do  everything  but  dance.”  Cannon  impressed 
the  Poles  so  much  that  the  British  and  French  air  serv- 
ice took  immediate  steps  to  “offset  the  impressiveness” 
of  his  demonstration. 

The  most  amazing  story  of  Navy  aid  to  an  American 
manufacturer  is  that  of  the  sending  of  the  flagship 
Raleigh  to  Turkey  so  that  the  Turks  could  view  the 
Driggs  guns  mounted  on  this  ship.  Mr.  L.  L.  Driggs  is 
an  ingenious  inventor  of  guns  who  has  not  been  very  suc- 
cessful in  selling  them  abroad.  His  company,  the  Driggs 
Ordnance  and  Engineering  Company,  is  a rather  small 
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concern,  which  makes  what  follows  all  the  more  astonish- 
ing. 

The  Driggs  agent  in  Turkey,  Herbert  Allen,  found 
European  competition  so  stiff  that  he  suggested  that  the 
Turks  would  buy  only  after  they  had  seen  Driggs  guns. 
To  send  a gun  to  Turkey  and  demonstrate  it  was  an  ex- 
pense which  Driggs  could  hardly  afford,  particularly  since 
he  was  not  sure  of  the  order.  Perhaps  the  U.  S.  Navy 
could  be  induced  to  send  a ship  to  Turkey  so  that  the 
Turks  could  see  the  gun.  This  breath-taking  suggestion 
was  not  as  new  and  preposterous  as  it  seems.  Already  in 
1920  an  agent  for  the  Electric  Boat  Company  had  sug- 
gested to  Admiral  A.  P.  Niblack  that  the  Navy  send  a 
fleet  of  submarines  around  South  America  as  an  adver- 
tisement of  American  submarines.  The  Admiral  thought 
it  was  a good  plan  and  was  ready  to  go  ahead  with  it,  but 
nothing  came  of  it.  In  1930  a British  aircraft  carrier 
visited  South  America.  Efforts  were  made  to  have  the 
U.  S.  Navy  send  a carrier  to  the  same  waters  to  demon- 
strate the  efficiency  of  American  aircraft,  but  again  noth- 
ing came  of  this.  There  is  furthermore  a very  credible 
rumor  that  this  method  of  using  the  Navy  as  sales  pro- 
motion for  various  arms  makers  is  a fairly  common 
practice  in  Europe.  The  Driggs  suggestion  was  approved 
by  the  Navy,  the  Raleigh  anchored  off  Constantinople, 
and  Turkish  officials  boarded  her  and  examined  the  Driggs 
guns.  One  wonders  whether  some  enterprising  tailor  or 
razor  company  could  not  persuade  the  Navy  to  send  a 
ship  to  Vladivostock  and  to  demonstrate  to  the  Russians 
the  excellent  quality  of  the  wool  in  the  sailors’  uniforms 
or  the  efficiency  of  an  American  safety  razor.  Or  per- 
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haps  some  other  country  could  be  interested  in  the  ciga- 
rettes and  chewing  tobacco  used  by  U.  S.  sailors.  Here 
certainly  are  opportunities  thus  far  neglected  by  Ameri- 
can business  men. 

Government  aid  for  the  arms  industry  is  not  restricted 
to  the  military  departments;  the  Commerce  and  State 
Departments  also  do  their  part.  American  foreign  trade 
took  a tremendous  swing  upward  (checked,  of  course, 
since  the  depression)  after  the  World  War.  Much  of 
this  was  achieved  with  the  aid  of  the  Department  of 
Commerce.  Commercial  attaches  and  consular  offices  are 
foreign  trade  boosters.  It  is  their  business  to  call  the  at- 
tention of  American  business  men  to  all  trade  opportuni- 
ties in  their  field  and  to  assist  them  in  getting  orders.  It 
would  be  interesting  to  know  just  how  far  American  firms 
are  aided  in  foreign  parts  by  the  Department  of  Com- 
merce, whether  the  help  given  is  of  a general  nature  or 
extended  to  individual  firms,  and  whether  the  influence 
and  prestige  of  the  U.  S.  Government  are  thrown  into 
the  balance  in  order  to  secure  orders  for  American  com- 
panies. 

Now  it  appears  that  the  commercial  attaches  and  con- 
sular officers  of  the  United  States  throughout  the  world 
do  as  much  and  more  for  the  munitions  industry  as  for 
any  other.  They  call  attention  to  opportunities  for  sale, 
they  recommend  agents,  and  they  frequently  assist  these 
agents  and  their  principals  in  every  possible  way.  Thus 
Mr.  Miranda  of  the  American  Armament  Corporation 
could  write  home  from  Brazil:  “Jackson,  the  commercial 
attache  and  Major  Sackville,  the  military  attache  of  the 
embassy,  have  been  100  per  cent  helpful.”  The  casual 
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way  in  which  this  is  reported  indicates  that  this  kind 
of  aid  is  regularly  rendered  by  these  United  States  of- 
ficials in  foreign  parts. 

Again,  Leighton  W.  Rogers,  former  chief  of  the  Com- 
merce Department’s  Aeronautics  Trade  Division,  aided  in 
the  establishment  of  an  American  flying  school  in  Can- 
ton, China,  in  1933.  Similar  flying  schools  were  estab- 
lished for  the  Nanking  Government.  The  negotiations 
were  secret  because  of  a fear  that  a neighboring  nation 
might  "question  the  propriety”  of  the  plan.  American 
instructors  were  secured  to  train  Chinese  aviators,  and 
American  aircraft  were  sold  to  China.  Japan  made  a 
most  violent  protest  against  this  American  aid  to  China, 
but  the  Chinese  Soviets  are  probably  more  threatened 
by  these  American  planes  and  American  instructors  than 
Japan. 

Finally,  there  is  the  Department  of  State.  The  Amer- 
ican Secretaries  of  State  in  the  last  decade,  men  like 
Kellogg,  Stimson,  and  Hull,  have  made  many  gestures 
for  peace.  They  have  sought  to  further  world  disarma- 
ment, they  have  “outlawed  war”  and  have  secured  many 
signatures  to  non-aggression  and  arbitration  treaties,  they 
have  ended  the  American  occupation  of  Nicaragua, 
Haiti,  and  other  outposts  of  American  imperialism,  they 
have  attempted  to  modify  and  reduce  tariff  barriers  and 
to  end  trade  wars.  In  short,  within  the  framework  of 
existing  political  considerations  and  policies  they  have 
worked  for  peace  and  good-will. 

Yet  side  by  side  with  these  peace  efforts  go  various  of- 
ficial interventions  for  American  munitions  makers.  In 
1922  Ambassador  Edwin  V.  Morgan  did  all  in  his  power 
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to  secure  submarine  orders  for  the  Electric  Boat  Com- 
pany from  Brazil,  but  he  failed.  In  1925  the  Germans 
were  crowding  the  Electric  Boat  Company  in  Spain,  much 
to  the  distress  of  Sir  Basil  Zaharoff,  who  received  com- 
missions on  Spanish  sales.  In  a letter  dated  Novem- 
ber 3,  1925,  he  made  the  following  suggestion:  “The 
United  States  Ambassador  in  Spain  is  a very  clever 
gentleman,  and  highly  esteemed,  and  I think  that  you 
should  arrange  for  instructions  to  be  sent  to  him  from 
your  State  Department  for  him  to  tell  the  Spaniards  that 
the  United  States  Government  works  harmoniously  with 
the  Electric  Boat  Company,  with  whom  they  exchange 
ideas,  and  that  the  United  States  hope  that  the  Spanish 
Government  is  satisfied  with  the  guarantee  of  the  Elec- 
tric Boat  Company,  combined  with  that  of  Vickers,  and 
will  not  see  any  necessity  for  any  other  guarantee.” 
Zaharoff ’s  suggestion  was  apparently  adopted;  the  Amer- 
ican ambassador,  Alexander  P.  Moore,  intervened  as  sug- 
gested; Electric  Boat  got  the  Spanish  order  and  Sir 
Basil  his  commissions. 

The  State  Department — as  the  peace  department — 
has  frequently  been  at  odds  with  the  military  depart- 
ments of  the  government.  Peace  gestures  and  moves 
toward  disarmament  are  anathema  to  all  militarists.  One 
wonders  whether  the  State  Department  will  not  categor- 
ically order  all  its  aides,  ambassadors,  and  ministers 
henceforth  to  refuse  all  assistance  to  the  munitions  sales- 
men. To  continue  aid  hitherto  extended  to  arms  agents 
would  make  a mockery  of  all  its  peace  efforts. 

Sometimes  an  effort  is  made  to  make  the  entire  govern- 
ment machinery,  including  even  the  President,  part  of 


35 


Government  Aid 

the  sales  organization  of  the  arms  makers.  No  more  en- 
lightening letter  has  come  to  light  on  this  than  one 
written  by  C.  W.  Webster  to  the  Vice  President  of  Curtiss- 
Wright  (March  11,  1931): 

“In  line  with  my  telephone  conversation  this  morn- 
ing, Commandante  Arturo  Merino,  Sub-secretario  of  the 
Interior  for  Aviation,  is  the  chief  of  all  Chilean  aviation, 
army,  navy,  and  civilian.  He  is  the  biggest  foreign  cus- 
tomer we  have  and  is  entirely  responsible  for  all  our 
business  in  Chile. 

“During  the  recent  visit  of  the  Prince  of  Wales  to 
Chile,  the  Prince  personally  invited  Merino  to  visit  him 
this  Spring,  which  invitation  was  accepted.  His  original 
plan  was  to  proceed  to  England  first  and  then  visit  the 
United  States,  but  we  have  persuaded  him  to  visit  the 
United  States  first  in  order  to  witness  the  Air  Corps 
manoeuvres  during  May. 

“He  has  agreed  to  this  program,  provided  an  official  in- 
vitation is  extended  him  by  the  United  States  Govern- 
ment through  the  War  Department  to  view  them  as  a 
foreign  observer.  . . . 

“If  possible  we  would  like  to  have  you  arrange  for 
permission  to  visit  Army  and  Navy  stations  and  to  have 
him  meet  the  Army  and  Navy  Secretaries  and,  if  possible, 
President  Hoover. 

“This  seems  advisable  and  necessary  in  order  to  offset 
the  efforts  of  the  Prince  of  Wales.  Until  1926  the  entire 
Chilean  air  service  was  equipped  with  British  material. 
It  is  now  about  90  per  cent  American. 

“In  order  to  further  emphasize  the  importance  of 
making  these  arrangements  for  Commandante  Merino, 
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I should  mention  that  we  at  present  have  orders  amount- 
ing to  $1,200,000  for  the  Chilean  Government  and  an- 
other $1,500,000  ready  to  be  closed  within  the  next  month 
or  two.” 

All  this  government  aid  freely  granted  to  the  munitions 
industry  is,  aside  from  everything  else,  an  excellent 
example  of  economic  imperialism,  all  the  more  danger- 
ous because  arms  sales  are  made  directly  to  governments. 
It  is  bad  enough  to  have  an  American  oil  company  fight 
a British  oil  company,  both  of  them  aided  by  their  gov- 
ernments. But  when  the  customer  in  question  is  a 
foreign  government,  and  five  or  six  arms  companies  are 
in  sharp  conflict  for  orders  with  the  aid  of  their  respective 
governments,  there  is  great  danger  of  "international  in- 
cidents” and  sharp  international  friction. 

In  view  of  this  government  aid  one  might  suppose 
that  the  customers  of  the  arms  makers  would  be  strictly 
selected.  As  a matter  of  fact,  there  is  much  talk  by  the 
industry  as  to  securing  permission  from  various  govern- 
ment departments  before  selling  to  various  countries,  as 
though  a government  licensing  system  actually  existed. 
But  the  value  of  this  unofficial  government  supervision 
will  become  clearer  when  an  examination  is  made  of  the 
destination  of  American  arms.  Who  are  the  customers? 
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CjOVERNMENTS  have  never  squarely  faced  the  prob- 
lem presented  by  the  arms  industry.  War  and  the  prep- 
aration for  war  are  extreme  expressions  of  nationalism 
and  imperialism;  the  arms  industry,  on  the  other  hand, 
is  almost  necessarily  international.  Under  modern  con- 
ditions it  is  almost  inevitable  that  all  the  great  arms- 
producing  countries  should  arm  their  enemies  of  the  next 
war.  The  World  War  demonstrated  this  conclusively. 
This  being  so,  one  might  imagine  that  governments 
would  pay  some  attention  to  the  destination  of  their 
munitions  business  and  prevent  at  least  the  most  obvious 
and  shocking  arming  of  the  prospective  enemy.  If  there 
is  a question  as  to  the  commercial  or  military  use  of 
nitrogen,  scrap  iron,  aircraft,  and  nickel,  there  is  none 
whatever  as  to  submarines,  machine  guns,  the  larger 
grenades  and  bombs  (particularly  of  the  fragmentation 
type),  cannons,  anti-aircraft  guns,  the  fire  control  system, 
and  many  other  items  in  the  arsenal  of  Mars.  It  is  only 
reasonable  to  expect  that  some  attempt  might  be  made 
to  observe  political  considerations  in  the  sale  of  arms. 
What  does  the  Senate  investigation  show? 

The  Electric  Boat  Company  sold  submarines  to  all 
parts  of  the  world.  It  licensed  its  patents  to  the  Vick- 
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ers  Company  of  Great  Britain  and,  before  the  World 
War,  to  the  Whitehead  Company  of  Fiume  in  Hungary. 
When  the  war  came,  Whitehead  had,  of  course,  been  of 
great  service  to  Austria-Hungary,  and  if  the  Austro- 
Hungarian  fleet  had  been  more  formidable,  this  might 
have  proved  serious  for  the  Allied  Powers.  Electric  Boat 
patents  were  now  passed  on  to  Germany  by  the  Fiume 
company,  and  the  Germans  used  them  in  building  their 
submarines.  Electric  Boat  frankly  recognized  this,  but 
instead  of  being  concerned  over  the  fact  that  it  had — in- 
advertently— aided  the  enemy,  it  put  in  a claim  after  the 
war  for  $17,000,000  for  infringement  of  patent  rights. 
Absolute  proof  of  this  could  not  be  obtained,  because  the 
blue-prints  from  which  the  German  submarines  had 
been  built  had  been  destroyed.  Nonetheless,  the  German 
courts  recognized  the  contention  of  the  American  com- 
pany, at  least  in  part,  and  awarded  to  it  the  sum  of 
$125,000. 

Here  is  an  exact  counterpart  of  the  famous  Krupp  fuse 
incident  which  has  shocked  the  world  ever  since  it  be- 
came known.  The  German  Krupp  company  wanted  to 
collect  123,000,000  shillings  from  the  British  Vickers 
company  for  having  illegally  used  a Krupp  fuse  during 
the  war.  In  the  end,  Krupp  was  compensated  by  a share 
in  Vickers’  Spanish  holdings.  The  world  was  appalled 
that  the  German  company  should  collect  for  the  rain  of 
death  poured  on  German  soldiers,  merely  because  Ger- 
man patents  were  involved.  Now  the  American  Electric 
Boat  company  is  revealed  as  collecting  money  in  exactly 
the  same  manner.  With  the  dead  of  the  Lusitania  and 
many  other  vessels  and  the  destruction  of  an  enormous 


The  Customers 


39 


tonnage  of  merchant  marine  charged  to  German  sub- 
marines, the  American  company  still  collects  for  in- 
fringement of  patent  rights.  From  the  business  point 
of  view,  strictly  legal;  from  every  other  angle,  sheer 
savagery! 

The  Electric  Boat  Company  had  other  tricks  up  its 
sleeve.  It  wanted  to  sell  submarines  to  Peru,  and  when 
the  head  of  the  American  naval  mission  advised  that 
only  cruisers  be  bought,  it  took  considerable  manipula- 
tion to  include  an  order  for  a submarine. 

Japan  was  also  a customer  through  Electric  Boat’s 
agent,  Vickers.  A Japanese  firm  acquired  Electric  Boat’s 
patents  and  built  submarines  for  Japan.  And  Japan  is 
supposed  to  be  America’s  next  enemy  in  war!  In  Spain, 
Sir  Basil  Zaharoff  was  selling  Electric  Boat’s  submarines, 
“doing  the  needful”  and  collecting  commissions  on  them. 
Meanwhile  through  Vickers  or  Electric  Boat  it  is  possible 
for  any  country  to  acquire  submarines  built  from  Ameri- 
can patents  and  from  which  an  American  company  will 
profit. 

Trouble  of  any  kind,  whether  a war  scare  or  actual  war, 
always  draws  the  attention  of  the  munitions  makers.  In 
the  early  months  of  1933  the  newspapers  reported  some 
kind  of  trouble  in  Uruguay,  and  at  once  an  American 
arms  agent  was  ordered  to  go  to  Montevideo  and  to  “see 
what  might  be  doing  in  the  way  of  possible  business.” 
When  war  threatened  between  Chile  and  Peru  over  Tacna 
and  Arica,  the  Electric  Boat  Company  sold  submarines 
to  Peru.  Chile  also  wanted  some  subsea  monsters  and 
Electric  Boat  was  faced  with  a delicate  situation.  Could 
it  sell  to  both,  or  would  it  lose  both  customers  if  this 
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became  known?  It  solved  the  problem  by  turning  the 
Chile  business  over  to  Vickers,  its  agent,  but  it  collected 
its  royalties  on  every  ship  sold.  And  a submarine  costs 
more  than  $1,000,000! 

A similar  course  was  followed  by  other  arms  makers  in 
the  case  of  Peru  and  Colombia.  American  river  boats, 
bombs,  ammunition,  guns,  and  airplanes,  were  sold  to 
Colombia,  and  American  air  pilots  trained  a fighting 
squadron  for  that  country.  At  the  same  time  Peru  was 
also  buying  American  arms.  Colombia  was  in  better  fi- 
nancial condition  than  Peru  and  therefore  favored  by 
the  munitions  makers,  but  whenever  Peru  could  demon- 
strate her  ability  to  pay,  she  was  not  lacking  in  American 
arms.  Today  the  Lake  Erie  Chemical  Company  is  dis- 
cussing plans  with  Colombia  to  erect  three  poison  gas 
plants  in  that  country. 

This  selling  to  both  sides  has  been  particularly  effective 
in  the  Chaco  war  between  Paraguay  and  Bolivia.  For 
reasons  not  too  obscure  Bolivia  bought  heavily  in  the 
American  market  while  Paraguay  depended  more  on  the 
willing  ministrations  of  the  Europeans.  Still  American 
arms  and  munitions  went  to  both  sides,  and  in  the  case 
of  the  Curtiss-Wright  company  the  same  company  sold 
aircraft  to  both  belligerents.  Said  C.  W.  Webster  of  this 
company  in  a letter  from  Chile  (February  14,  1933) : 
“Paraguay  with  whom  I have  been  dealing  through  the 
Minister  at  Santiago  and  also  through  an  official  of  the 
same  government  in  Buenos  Aires  has  shown  an  interest 
in  at  least  the  “Hawk”  that  is  here  ...  On  the  other 
hand,  Bolivia  with  whom  I was  also  negotiating  showed 
an  interest  and  the  Minister  here  did  quite  a lot  of 
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cabling  over  the  subject.”  In  thus  selling  to  both  sides, 
the  company  had  to  “work  quietly”  for  “it  would 
naturally  raise  hell  if  she  (Paraguay)  found  out  we  were 
dealing  with  their  enemy.” 

Curtiss-Wright  also  secured  some  American  instructors 
for  Bolivian  fliers,  and  these  Bolivian  aviators  with  their 
American  machines  set  out  one  day  and  bombed  un- 
fortified Paraguayan  settlements  on  the  upper  Paraguay 
River.  Paraguay  protested  to  the  League  of  Nations,  and 
there  was  a good  deal  of  indignation  roused  by  the  Bo- 
livian action.  But  to  the  Curtiss-Wright  company,  which 
had  supplied  the  planes,  the  whole  incident  appealed  in 
another  way.  “I’m  glad  to  see,”  wrote  Mr.  Webster,  “the 
Bolivians  are  getting  some  good  out  of  the  planes  they 
have  bought.” 

Another  tense  situation  in  world  affairs  is  that  in  the 
Far  East,  where  Japan,  Russia,  and  China  are  in  opposi- 
tion. The  American  arms  makers  are  busily  arming  all 
parties  to  the  conflict.  Japan  is  receiving  huge  quanti- 
ties of  American  scrap  steel,  American  aircraft  and  air- 
plane engines,  and  the  latest  processes  for  the  production 
of  nitrogen.  Federal  Laboratories  was  so  eager  to  sell  to 
the  Nipponese  that  its  president  wrote  to  Okura  & Co., 
urging  speedy  consummation  of  sales  agreements  because 
of  possible  embargoes  by  the  United  States:  “We  wish  to 
turn  over  to  you  not  only  the  patents  and  the  right  to 
them  in  Japan  for  issuance  there,  but  also  the  formulae, 
manufacturing  process,  detailed  manufacturing  specifica- 
tions, and  detailed  instructions  in  their  use.” 

The  Chinese  also  purchased  American  arms  and  muni- 
tions. Curtiss-Wright  is  erecting  an  airplane  factory  in 
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Hangchow,  and  Chinese  pilots  are  being  trained  by- 
former  American  Army  fliers.  DuPont  has  also  had  busi- 
ness with  the  Chinese.  The  Russians  in  turn  have  not 
been  asleep.  They,  too,  called  for  American  aircraft  and 
airplane  engines,  until  their  own  factories  could  supply 
them,  and  these  were  freely  sold.  So  whatever  happens 
in  the  Far  East  the  American  arms  makers  will  profit 
thereby. 

Then  there  is  Cuba,  unhappy  prey  of  American  im- 
perialism and  revolutions.  Government  has  followed 
government  in  rapid  succession  only  to  be  overthrown 
by  a new  revolution.  Under  these  circumstances  the 
island  became  a happy  hunting  ground  for  the  arms 
makers,  and  they  sold  freely  to  de  facto  governments  and 
revolutionaries.  Some  of  the  details  of  this  business  will 
be  discussed  later. 

Of  course,  the  sale  to  revolutionaries  could  not  be  in 
the  open.  Smuggling  had  to  be  resorted  to.  There  is 
every  indication  that  wide-spread  smuggling  of  arms  is 
being  practiced  out  of  this  country.  Florida  is  very 
close  to  Cuba,  and  reports  have  it  that  this  is  the  smug- 
gling center  for  arms  for  Cuban  revolutionaries.  Air- 
planes and  speed-boats  carry  the  munitions  across  the 
narrow  channel  of  water  and  deliver  them  into  the  hands 
of  eager  rebels.  The  revolutionists  generally  send  pur- 
chasing agents  to  the  United  States,  their  pockets  bulg- 
ing with  money — for  it  is  useless  to  try  to  buy  arms  on 
credit — and  they  apparently  experience  little  trouble  in 
filling  their  needs. 

Smuggling  is  also  part  of  the  traffic  with  China.  There 
the  Nationalist  Government  is  opposed  by  the  Chinese 
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Soviets  and  by  many  personally  ambitious  war  lords.  If 
the  Chinese  “rebels”  can  pay  the  price,  they  can  secure 
arms  from  the  United  States.  An  American  aircraft  agent 
received  a request  from  the  Hunan  Government  for  eight 
planes.  “It  sounds  too  good  to  be  true,”  wrote  the  agent 
to  his  company.  “I  doubt  if  they  have  enough  money  to 
buy  eight  machines,  but  understand  they  have  a little 
money,  and  we  should  be  able  to  sell  them  two  or  three.” 

The  rebels  of  Brazil  also  smuggle  in  their  arms  with 
American  aid.  In  that  country,  the  province  of  Sao  Paulo 
with  its  vast  coffee  plantations  harbors  a deep  discontent, 
and  there  are  always  some  revolutionaries  there  who  want 
arms.  Sometimes  they  have  considerable  financial  back- 
ing, as  shown  by  the  purchase  of  various  guns  and  1,000,- 
000  rounds  of  ammunition  through  a New  York  branch 
of  a Brazilian  company.  A ship  was  finally  bought  in 
Canada  and  loaded  with  these  arms  for  the  Brazilian 
buyers. 

A letter  from  Gordon  Pickerell  to  Frank  Jonas  (August 
14,  1933)  lists  other  prospects  in  Brazil:  “Hope  this 
reaches  you,  as  there  may  be  some  money  in  it  for  you 
and  me.  The  revolutionary  government  here  is  organiz- 
ing a secret  society  for  their  own  protection  and  want 
machine  guns,  portable  machine  guns,  also  rifles  and 
ammunition.  Money  they  have  and  can  arrange  the 
necessary  credits.  The  necessary  contraband  here  can  be 
arranged  so  long  as  they  come  invoiced  as  machine  parts. 
So  the  rest  is  up  to  you.” 

Finally  there  is  Germany.  Since  the  rise  of  Hitler  the 
belief  has  become  almost  universal  throughout  the  world 
that  “Nazi  means  war.”  We  know  from  various  sources 
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that  Hitler  Germany  has  placed  orders  for  war  materials 
in  Austria,  France,  Italy,  Switzerland,  Sweden,  Poland, 
and  Great  Britain.  These  orders  were  said  to  amount  to 
100,000,000  Marks  and  are,  of  course,  entirely  aside  of 
the  re-armament  within  Germany  itself.  American  arms 
makers  are  now  revealed  as  participating  in  this  traffic, 
as  will  be  seen  in  another  chapter. 

Thus  two  things  stand  out  clearly  as  to  the  sale  of 
arms  by  American  munitions  makers:  In  spite  of  a good 
deal  of  talk  about  supervision,  American  arms  are  sold 
to  all  the  world  without  any  political  considerations,  to 
friend  and  prospective  foe,  either  openly  or  through 
smuggling.  Furthermore,  the  best  markets  are  found 
where  war  scares  exist  or  where  wars  are  actually  in 
progress. 

According  to  testimony  given  at  other  Congressional 
Hearings  and  before  the  Nye  Committee,  such  American 
war  materials  as  aircraft,  tear  gas,  and  other  items  are 
sold  round  the  world  to  scores  of  countries.  In  order  to 
observe  more  in  detail  the  activities  of  one  of  these 
munitions  companies,  it  will  be  well  to  consider  the 
testimony  offered  by  that  giant  among  powder  makers — 
Du  Pont. 


CHAPTER  FOUR 


EXAMPLE  PAR  EXCELLENCE— 
DU  PONT 


ABOUT  a month  before  the  Senate  munitions  investi- 
gation opened,  DuPont  told  the  press  that  the  attack  on 
the  armament  industry  was  due  to  three  factors:  the 
Communists,  mistaken  idealism  and  pacifism,  and  the 
sensational  press.  A day  or  so  before  the  Du  Ponts 
testified  in  Washington,  the  Du  Pont  company  dis- 
tributed to  its  stockholders  and  employees  a booklet  in 
which  it  sought  to  make  clear  its  attitude  towards  the 
manufacture  of  munitions,  towards  war,  and  its  profits 
during  the  World  War.  Its  profits  from  military  explo- 
sives in  the  last  ten  years  were  but  2 per  cent  of  its  total 
profits;  its  profits  in  the  World  War  were  exceeded  by 
those  of  a decade  later.  “The  Du  Pont  company  does  not 
want  war  and  has  vastly  more  to  gain  from  peace.”  A 
few  days  later  the  country  was  able  to  interpret  this 
statement  in  the  light  of  the  Senate  Committee  tes- 
timony. 

The  Senate  investigation  began  with  the  World  War 
and  elicited  many  significant  items  in  regard  to  the 
company’s  war  orders,  profits,  taxes,  bonuses,  and  sub- 
sequent growth.  The  following  tables  make  interesting 
study: 
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Production 

Gross 

Year 

of  Powder 

Income 

Profits 

1914 

2,265,000  lbs. 

$ 19,000,000 

1915 

105,000,000  “ 

318,885,000 

$ 29,429,000 

1916 

287,000,000  “ 

182,000,000 

127,575,000 

1917 

387,000,000  « 

315,700,000 

78,296,000 

1918 

399,000,000  “ 

410,000,000 

20,199,000 

Total 

1,180,265,000  lbs. 

$1,245,585,000 

$255,499,000 

Year 

Capitalization 

Bonuses 

Dividends 

1914 

$ 171,000 

1915 

$128,596,000 

3,375,000 

1916 

202,346,000 

6,514,000 

100.7% 

1917 

222,613,000 

2,927,000 

51.  % 

1918 

199,543,000 

3,170,000 

26.  % 

1919 

857,000 

18.  % 

$17,014,000 

Various  other  interesting  statistics  were  given  at  the 
Senate  Hearings.  Losses  for  1919  and  1920  were  listed 
as  $10,600,000  and  $2,953,000  respectively,  chiefly  be- 
cause of  abandonment  of  plants.  Contracts  canceled  at 
the  end  of  the  war  amounted  to  $260,000,000.  Taxes 
from  1911  to  1918  amounted  to  $26,294,000,  to  which  were 
added  $16,000,000  in  special  munitions  taxes  in  1916  and 
1917,  which  the  company  protested  as  “excessive”  and 
“retroactive.” 

Many  of  these  figures  are  difficult  to  understand,  and 
it  may  be  that  they  are  reported  erroneously  in  the  press. 
With  munitions  production  rising  steadily,  profits  de- 
cline rapidly  after  1916.  The  production  of  105,000,000 
lbs.  of  powder  in  1915  yielded  $29,429,000  profits,  while 
the  production  of  399,000,000  lbs.  of  powder  in  1918 
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yielded  but  $20,199,000  in  profits.  One  explanation  given 
at  the  Hearings  was  that  very  much  higher  prices  were 
charged  at  first  in  order  to  amortize  the  new  plants. 
Normal  amortization  rate  is  about  5 to  10  per  cent  a year. 
In  this  case  it  must  have  proceeded  at  the  rate  of  50  per 
cent  per  year. 

The  $255,500,000  of  Du  Pont  war  profits  enabled  the 
company  to  get  a firm  hold  on  various  other  businesses 
and  to  expand  and  diversify  its  own  production  with  the 
use  of  the  German  chemical  patents.  When  the  Du  Pont 
apologia  noted  above  declares  that  its  average  annual 
profits  for  a five-year  period  at  the  turn  of  the  1920’s 
was  greater  than  its  war-time  profits,  it  gives  some  idea 
as  to  what  the  war-time  profits  enabled  the  company  to 
do.  So  enormous  must  have  been  the  expansion  that 
even  the  superprofits  of  the  war  period  were  surpassed. 

Aside  from  expanding  its  own  plant,  Du  Pont  also 
bought  heavily  into  various  companies,  especially  Gen- 
eral Motors  ($47,000,000),  Curtiss- Wright,  Remington 
Arms,  Atlas  Powder  Company,  General  Aviation,  North 
American  Aviation,  Sperry  Gyroscope  Company,  etc. 

The  Du  Ponts  have  no  doubt  arrived  at  the  top  of 
the  ladder.  When  four  of  them  appeared  at  the  Senate 
Hearings,  one  great  metropolitan  newspaper  bowed  in 
reverence  and  wrote  as  follows:  “The  four  Du  Ponts 
constituted  a remarkable  group  of  American  business 
men  of  keen  and  clear  cut  type.  Irenee  in  a black  suit, 
smoking  a pipe,  was  on  the  right  as  they  faced  the  com- 
mittee. Then  came  Pierre,  in  brown,  who  answered  most 
of  the  questions.  Next  to  him  was  Lammot,  president 
of  the  corporation,  in  a black  suit  striped  with  white, 


48  “ One  Hell  of  a Business” 

and  with  a pipe  in  his  teeth.  Felix,  much  younger,  ar- 
rayed in  a gray  suit  with  gray  socks  to  match,  was  on  the 
left  flank.”  Sounds  almost  like  the  report  of  a Social 
Register  wedding.  An  irreverent  columnist  got  the  same 
impression  and  recorded:  “Few  persons  in  the  world 
ever  have  looked  upon  so  much  wealth  on  the  hoof.”  It 
is  well  to  remember  that  the  present  position  of  the  Du 
Ponts  in  American  industry  was  achieved  through  the 
huge  war  profits  from  1915  to  1918. 

Du  Pont  and  the  British  Imperial  Chemical  Industries 
(I.  C.  I.)  are  the  two  greatest  giants  in  the  manufacture 
of  explosives.  An  agreement  has  existed  between  these 
two  since  1907  which  makes  them  the  lords  of  this 
particular  business  throughout  the  world.  They  ex- 
change patents  and  processes,  they  use  mutual  agencies 
in  foreign  countries,  and  they  have  divided  the  world 
into  three  great  zones  for  mutual  trade  purposes  (ex- 
clusive, of  course,  of  the  United  States  and  Great  Britain 
and  their  possessions).  These  zones  are:  1.  Europe, 
Turkey  and  Persia;  2.  South  America;  3.  Asia,  except 
Turkey  and  Persia.  In  this  way  competition  is  eliminated 
between  these  two  companies.  Together  they  can  gen- 
erally also  prevent  other  companies  from  “cutting  in”  on 
their  territory.  Naturally,  there  exist  financial  arrange- 
ments by  which  “commissions”  are  paid  by  one  group 
to  the  other  on  business  done  in  the  other’s  territory. 
This  arrangement  is  probably  the  closest  approximation 
of  the  much-discussed  and  probably  legendary  interna- 
tional armament  ring.  It  is  a real  “powder  ring,”  but  it 
does  not  take  in  all  the  great  powder  companies  and 
hence  does  not  live  up  to  popular  expectations. 
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There  is  another  international  tie-up  of  great  interest, 
that  with  the  German  Dynamit  Aktien  Gesellschaft. 
Here  again  there  is  an  arrangement  for  interchange  of 
patents  and  processes,  which  is  said  to  cover  commercial 
and  not  military  explosives.  It  was  admitted,  however, 
that  these  “commercial”  powders  could  also  be  used  in  a 
military  way,  should  a shortage  of  TNT  or  other  more 
recently  developed  military  explosives  occur. 

Among  the  foreign  business  of  Du  Pont  (and  this  was 
all  that  was  considered  at  the  present  Hearings)  two 
items  were  of  special  interest,  the  dealings  with  Japan 
and  Germany.  In  regard  to  Japan  it  was  shown  that 
certain  processes  for  the  production  of  ammonia,  nitric 
acid,  etc.,  had  been  sold  to  Mitsui  and  Company  at  a 
price  of  $900,000  for  three  years.  These  processes  are 
employed  in  the  manufacture  of  many  ordinary  commer- 
cial products,  particularly  in  the  production  of  artificial 
fertilizer.  But  the  nitrogen  process  is  of  the  greatest 
importance  in  times  of  war  since  it  insures  a con- 
tinual supply  of  nitrogen  independent  of  imports.  No 
doubt  that  Japan  already  had  the  older  processes,  but 
these  newer  ones  meant  cheaper  costs  and  easier  methods. 
Add  to  that  the  fact  that  the  Mitsui  agreement  was 
signed  on  July  6,  1932,  and  it  seems  fairly  obvious  that 
these  Du  Pont  patents  were  acquired  primarily  for 
military  purposes.  And  yet,  according  to  all  the  mili- 
tarists of  Japan  and  the  United  States,  Japan  is  the 
potential  enemy  of  the  United  States  in  the  next 
war. 

The  German  negotiations  were  more  spectacular.  A 
contract  was  signed  with  one  who  called  himself  Jungo 
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Giera  (whatever  his  real  name  may  be),  who  had  been 
a spy  for  thirteen  different  countries  including  the  United 
States  and  Germany,  in  which  he  was  made  sales  agent 
of  Du  Pont  to  Holland  and  Germany.  The  Du  Pont  re- 
ports from  Europe  at  this  time  were  full  of  sensational 
descriptions  of  smuggling  of  munitions  into  Germany. 
Furthermore,  there  were  credible  rumors  that  the  Treaty 
of  Versailles  would  be  modified  and  that  Germany  would 
shortly  place  huge  orders  for  military  explosives.  Giera 
was  supposed  to  control  a German  order  for  $700,000 
worth  of  military  explosives.  Du  Pont  did  not  want  to 
pass  up  this  business,  and  for  this  reason  Giera  was  en- 
gaged. But  when  the  executive  committee  of  the  com- 
pany saw  the  contract  it  refused  to  ratify  it,  largely  be- 
cause it  did  not  provide  for  the  approval  of  the  United 
States  Government.  Giera  reluctantly  agreed  to  cancel- 
lation and  accepted  another  contract  which  included 
these  “safeguards.”  But  even  this  did  not  find  the  ap- 
proval of  I.  C.  I.  and  Giera  received  $25,000  for  cancel- 
lation. Shortly  after  that  Giera  appeared  in  Japan  in 
order  to  sell  smokeless  powder-making  machinery  for 
$500,000  on  which  his  commission  was  to  be  $50,000,  but 
nothing  came  of  that. 

In  Argentina  Du  Pont  and  I.  C.  I.  had  other  adven- 
tures. The  Koln-Rottweiler  Pulverfabrik,  an  old  and 
established  German  powder  company,  was  seeking  to 
erect  a powder  factory  in  Argentina.  This  would  natu- 
rally have  taken  business  away  from  the  Du-Pont-I.  C.  I. 
combination.  What  happened  there  was  deliberately  kept 
out  of  the  record,  but  Antonio  Carames,  agent  for  Du 
Pont  and  I.  C.  I.  in  the  Argentine,  claimed  credit  for 
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having  blocked  the  erection  of  a German  powder  plant  in 
that  South  American  republic.  The  Du  Pont  explanation 
of  the  situation  was  that  “we’d  rather  sell  powder  than 
build  powder  plants.” 

Bribery  also  played  a part  in  the  Du  Pont  hearings. 
The  Du  Ponts  do  not  like  bribery,  and  they  have  de- 
clined business  when  “commissions”  are  necessary.  None- 
theless, the  files  showed  that  in  some  Chinese  transactions 
somebody  received  large  “commissions.” 

Another  interesting  chapter  was  written  into  the 
record  in  regard  to  the  Du  Pont  attitude  toward  arms 
embargoes.  Naturally  the  Du  Ponts  are  opposed  to  em- 
bargoes, but  their  protests  against  it  were  not  taken  to 
the  halls  of  Congress  but  rather  directly  to  the  War  and 
Navy  Departments  and  indirectly  to  the  State  Depart- 
ment. The  Army  and  Navy  are  virtually  on  record 
against  all  arms  embargoes,  so  the  Du  Ponts  could  al- 
ways find  there  a sympathetic  hearing  and  active  co- 
operation. When  the  Fish  world-wide  embargo  resolution 
was  before  Congress,  the  Du  Pont  Washington  office  with 
Aiken  Simmons  at  once  went  into  action.  Simmons  con- 
ferred with  Colonel  Brabson  of  Military  Intelligence, 
who  promised  to  discuss  the  embargo  with  Secretary 
Hull.  Army  and  Navy  officials  were  kept  informed  as  to 
the  progress  of  the  embargo  resolution,  and  when  it  was 
reported  out  of  committee  Simmons  wrote  that  Captain 
Cage,  aide  of  Admiral  William  V.  Pratt  and  chief  of 
Materials  Division,  “will  take  appropriate  action  to  have 
the  bill  opposed  on  the  floor  of  the  House.”  Mr.  Sim- 
mons added  that  in  regard  to  “the  efforts  of  Mr.  Hoover 
and  the  cookie-pushers  in  the  State  Department  to  effect 


52  “One  Hell  of  a Business ” 

embargos  on  munitions”  there  was  “no  occasion  for 
alarm.” 

The  universal  embargo  gave  way  to  the  embargo 
against  Bolivia  and  Paraguay  in  the  Gran  Chaco.  Du 
Pont  gave  official  assurances  that  it  would  abide  by  the 
Presidential  ruling,  but  there  was  an  easy  way  round 
through  I.  C.  I.  When  an  inquiry  came  from  Manuel 
Ferreira  for  TNT  and  other  explosives,  N.  E.  Bates,  Jr., 
Du  Pont  agent  in  South  America,  at  once  saw  the  way 
out.  He  wrote  to  the  next  I.  C.  I.  office  in  South  America 
that  “we  could  not  quote  because  of  the  embargo  on 
munitions  and  military  explosives  promulgated  by  Presi- 
dent Roosevelt  on  Paraguay  and  Bolivia.  Since  there  is 
no  embargo  obtaining  in  England  we  telegraphed  I.  C.  I. 
in  London  to  quote  you  direct  so  that  you  in  turn  may 
quote  Ferreira.”  In  any  case,  Du  Pont  made  money  on 
the  sale  and  a way  was  found  to  evade  the  embargo. 

Here  then  we  have  a picture  of  a great  munitions  com- 
pany. Huge  war  orders  at  enormous  profits  made  it 
possible  to  branch  out  into  many  related  fields.  German 
chemical  patents  laid  the  foundation  for  all  manner  of 
chemical  work  and  participation  in  many  other  enter- 
prises, including  motor  car  manufacture,  airplanes,  and 
gun  factories.  If  average  profits  in  the  heyday  years 
around  1929  were  higher  than  those  of  the  war  years,  it 
merely  shows  how  great  was  the  development  made  pos- 
sible by  war-time  gains.  Now  in  the  post-war  depression 
years  of  the  arms  industry  it  was  very  fortunate  for  Du 
Pont  to  be  able  to  diversify  its  output  to  such  an  extent 
that  only  2 per  cent  of  its  output  in  the  last  decade  was  in 
military  products.  Post-war  years  are  always  the  hard- 
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est  for  the  munitions  makers.  Meanwhile  the  foreign 
activities  of  this  great  powder  maker  reveals  the  usual 
disregard  of  political  considerations,  though  there  ap- 
pears to  be  an  attempt  to  do  nothing  not  approved  by 
the  United  States  Government.  Because  of  these  various 
foreign  connections  of  Du  Pont  and  others  many  signifi- 
cant items  were  written  into  the  record  in  regard  to  the 
activities  of  other  arms  makers.  Some  of  these  are  worth 
setting  down  here. 


CHAPTER  FIVE 


SCENES  FROM  OTHER  LANDS 


TP  HE  Senate  Hearings  opened  on  high  by  introducing 
the  name  of  the  most  famous  world  salesman  of  muni- 
tions, Sir  Basil  Zaharoff.  This  “Mystery  Man  of  Europe” 
had  worked  his  way  from  the  very  bottom  of  the  ladder 
until  he  was  frequently  spoken  of  as  the  richest  man  in 
Europe.  After  selling  $7,000,000,000  worth  of  munitions 
in  the  World  War,  he  made  the  mistake  of  permitting  his 
sentimental  patriotism  to  betray  him  into  backing  his 
Greek  homeland  in  its  war  with  the  “terrible  Turk.” 
The  Greeks  lost,  and  the  various  political  lords  in  West- 
ern Europe  who  had  stood  by  them  at  Sir  Basil’s  solicita- 
tions were  driven  from  office.  This  had  been  considered 
the  end  of  Zaharoff’s  work  in  the  munitions  industry, 
but  apparently  it  was  not. 

At  the  Washington  Hearings  Sir  Basil  was  again  re- 
vealed as  a sentimentalist.  With  the  load  of  eighty-five 
years  on  his  shoulders  and  his  pockets  bulging  with 
valuable  stocks,  he  yet  cannot  bring  himself  to  release 
to  others  the  complete  control  and  management  of  a 
Spanish  shipbuilding  company.  Spain  was  the  homeland 
of  his  beloved  Duchess  of  Villafranca,  whom  he  had 
married  just  one  year  before  her  death,  after  he  had 
passed  the  age  of  seventy.  Moreover,  the  great  arms 
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salesman  had  begun  his  career  by  selling  submarines,  and 
all  these  factors  combined  to  make  the  Spanish  Con- 
structor Naval  his  “pet  baby.”  He  watched  over  it  and 
directed  its  affairs,  and  in  order  to  insure  its  prosperity 
he  worked  hand  in  glove  with  the  Electric  Boat  Company 
in  the  United  States,  which  produced  a superior  sub- 
marine. This  tie-up  and  his  previous  one  with  Vickers 
netted  him  $2,126,099  in  commissions  from  the  American 
company.  He  was  so  attached  to  this  money — which 
after  all  was  only  pocket  change  to  him — that  he  was 
glad  to  listen  to  the  advice  of  the  Electric  Boat  officers 
as  to  how  he  could  evade  paying  an  income  tax  on  it  to 
the  United  States  Government. 

The  field  of  government  relations  was  one  in  which 
Sir  Basil  could  qualify  as  an  expert.  For  years  he  had 
moved  in  and  out  of  government  councils  and  was  thor- 
oughly familiar  with  the  peculiar  psychology  of  govern- 
ment officials.  All  the  more  valuable  therefore  is  his 
advice  to  his  friend,  Henry  R.  Carse,  president  of  the 
Electric  Boat  Company.  This  American  company  had 
evidently  not  possessed  the  finesse  necessary  in  moving 
about  in  government  circles,  particularly  in  its  dealings 
with  naval  authorities.  Sir  Basil  gives  it  the  benefit  of 
his  experience:  “Government  representatives  are  often 
difficult  to  deal  with,  but  my  fifty  years’  experience  with 
them  tells  me  that  tact  goes  a very  long  way,  and  when- 
ever my  firm  has  got  into  misunderstandings  with  the 
authorities,  I have  always  changed  the  person  who  has 
been  negotiating,  and  utilized  somebody  else,  and  went 
on  doing  this  until  I had  somebody  who  was  sympathetic 
to  the  authorities.” 
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Sound  advice  certainly  from  the  greatest  authority  in 
the  field.  But  still  the  old  sentimentalist  cannot  be  com- 
pletely hid.  This  very  letter  closes  with  “my  homage  to 
Mrs.  Carse,  and  love  to  your  boy.”  Such  notes  of  per- 
sonal affection  were  usual  in  this  correspondence,  and  it 
is  no  surprise  to  hear  his  friend  Mr.  Carse  declare  that 
‘die  is  one  of  the  finest  gentlemen  I have  ever  known.” 
Meanwhile  the  sentimentalist  can  revert  at  a moment’s 
notice  to  his  role  of  “Mystery  Man  of  Europe,”  for  when 
the  reporters  made  inquiries  at  the  Chateau  de  Balincourt 
and  asked  for  comments  on  the  Senate  revelations,  the 
inspired  reply  was:  “Sir  Basil  has  never  given  an  inter- 
view or  a statement  in  his  life,  and  he’s  not  going  to 
begin  doing  either  at  the  age  of  eighty-five.” 

The  recluse  of  Balincourt,  with  his  shares  of  Electric 
Boat  and  the  Chase  National  Bank,  is  probably  not  very 
active  in  munitions  sales  today,  but  while  men  grow 
old,  corporations  are  ever  young.  The  name  of  the  great 
Vickers  company,  to  which  Sir  Basil  gave  so  much  of  his 
life  and  efforts,  also  appeared  frequently  in  the  Washing- 
ton Hearings,  and  its  vigor  is  apparently  undiminished. 
It  has  a working  agreement  with  the  Electric  Boat  Com- 
pany, by  which  it  uses  the  American  patents  on  payment 
of  royalty.  These  two  companies  have  divided  the  world 
between  themselves  for  the  sale  of  submarines,  and  Elec- 
tric Boat  is  paid  its  royalties  on  all  transactions.  This 
arrangement  is  particularly  useful  in  dealing  with  two 
countries  which  are  hostile  or  actually  at  war.  It  worked 
out  to  perfection  in  the  case  of  Chile  and  Peru  when 
these  two  were  at  swords’  points  over  Tacna  and  Arica. 
Electric  Boat  was  selling  to  Peru  and  was  eager  to  get 
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Chile’s  business  also.  But  it  feared  that  it  might  lose 
both  orders  if  it  sold  to  both  sides,  so  it  deliberately 
“talked  of  nothing  but  British  construction.”  In  this 
way  both  countries  were  covered  and  Electric  Boat 
would  get  its  commissions  from  both. 

The  lease  of  Electric  Boat’s  patents  to  Vickers  made 
these  immediately  available  to  the  British  Admiralty,  as 
was  readily  admitted  by  the  American  company’s  of- 
ficials. Vickers  in  turn  was  dealing  with  the  Japanese, 
and  it  is  interesting  to  speculate  whether  the  American 
patents  reached  the  Japanese  Admiralty  in  the  same  way. 
This  is  a matter  which  ought  to  interest  the  United  States 
naval  authorities,  especially  those  who  are  continually 
painting  the  Japanese  devil  on  the  wall  in  order  to 
secure  additional  naval  appropriations. 

A neat  little  trick  of  Vickers  in  securing  business  was 
revealed  in  another  connection.  Vickers  and  Armstrongs, 
two  British  armament  giants,  were  apparently  in  competi- 
tion with  each  other,  but  they  knew  at  the  same  time 
how  to  play  together  so  that  other  competitors  did  not 
get  business  which  they  wanted.  Accordingly  Armstrongs 
would  run  up  its  bids  while  Vickers  “starved  out  other 
competition.”  In  any  event,  the  business  went  to  one 
of  these  British  companies. 

Vickers  was  further  revealed  as  having  an  asset  hard 
to  beat:  the  support  of  the  King  of  England.  When  the 
Driggs  company  was  endeavoring  to  secure  business  in 
Poland  against  Vickers’  competition,  it  was  reported  that 
George  V.  called  in  the  Polish  ambassador  in  Lon- 
don and  urged  that  the  British  company  be  given  the 
business.  This  was  pressure  which  the  Polish  military 
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men  found  it  hard  to  resist.  Writers  on  the  British  consti- 
tion  can  now  add  a note  to  their  discussions  of  the  place 
of  the  Crown  in  the  British  Government.  The  old  saying 
that  “the  king  reigns  but  he  does  not  rule,”  must  now  be 
amended  to  include  the  sales  pressure  exercised  on 
foreign  countries  in  the  interest  of  the  British  munitions 
industry.  Naturally,  our  British  cousins  were  “indignant” 
over  the  “incredible  story”  brought  out  at  Washington 
involving  “a  very  high  personage.”  But  it  would  seem 
that  the  chief  charge  against  the  American  Senators  was 
that  they  violated  a British  taboo  based  on  weighty  con- 
stitutional grounds.  “There  can  be  no  exercise  of  the 
crown’s  authority  for  which  it  must  not  find  some  min- 
ister willing  to  make  himself  responsible,”  writes  an 
eminent  authority  on  the  British  constitution.  Hence 
Britishers  traditionally  avoid  mentioning  publicly  any- 
thing derogatory  to  royalty.  This  tradition  was  rudely 
violated  at  Washington,  and  the  outcry  that  resulted 
is  thus  easily  understood. 

Another  British  company  entered  the  Senatorial  in- 
vestigation when  the  Soley  Armament  Company,  Ltd. 
appeared  in  the  correspondence  of  American  arms  agents. 
Soley  is  the  great  name  in  the  British  second-hand  arms 
business.  It  buys  surplus  stocks  and  resells  them  round 
the  world.  But  Soley’s  chief  source  of  supplies  is  the 
British  War  Office.  Whenever  there  are  obsolete  war 
machines  to  dispose  of,  Soley  sells  them  for  the  British 
Government.  In  a letter  to  the  American  Armament 
Corporation,  Captain  John  Ball,  the  guiding  spirit  of 
Soley,  recounted  the  enormous  stock  of  surplus  arms 
still  available,  enough  “to  alter  the  political  balance  of 
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power  of  the  smaller  states.”  He  figured  their  value  at 
about  $30,000,000  and  they  included  1,000,000  rifles, 
70,000  machine  guns,  and  125,000,000  rounds  of  ammuni- 
tion. 

An  agreement  was  entered  into  between  Soley  in  Eng- 
land and  the  American  Armament  Corporation,  whereby 
the  American  company  became  Soley’s  sole  agent  in  both 
the  Americas.  Since  many  of  the  Latin  American  coun- 
tries cannot  afford  new  arms  this  arrangement  ought  to 
prove  profitable  to  the  American  agent,  particularly  since 
Soley  prices  are  so  low  that  “they  will  stand  a lot  of 
grease”  to  officials  and  still  be  cheaper  than  the  manu- 
facturer’s prices.  This  arrangement  is  of  very  recent 
date  and  still  remains  to  be  tested. 

Meanwhile  Soley  has  not  been  remiss  in  pointing  out 
business  opportunities  to  its  American  agent.  One  pros- 
pect might  be — the  United  States  Government.  Captain 
Ball,  the  embodiment  of  Captain  Kettle  shooting  up  the 
world  with  a gun  in  each  hand,  pointed  out  to  Alfred 
Miranda  that  Japanese  aggression  in  the  Far  East  would 
“seriously  affect  the  United  States  interests  in  China.” 
In  view  of  that,  Captain  Ball  believed  that  “the  United 
States  would  . . . support  the  Chinese,  supply  them 
with  arms,  etc.”  He  therefore  suggested  that  Miranda 
“approach  the  United  States  Department  for  Foreign 
Affairs  and  the  War  Department  and  hand  them  a list  of 
what  stocks  there  are  over  here,  informing  the  depart- 
ments at  the  same  time  that  you  are  the  sole  representa- 
tive for  the  U.S.A.”  Apparently  the  redoubtable  cap- 
tain, surrounded  by  his  cannons,  machine  guns,  stilettos 
and  battle  axes,  believed  that  the  United  States  Govern- 
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ment  might  be  persuaded  to  buy  arms  for  China.  On 
second  thought  he  added  another  suggestion.  It  might 
be  better  to  “bring  the  stocks  to  the  notice  of  some  of 
the  ‘Big  Business’  gentlemen  and  leave  any  possible 
wrangles  to  them,  for  they  might  see  quicker  possibilities 
in  such  a stock.” 

What  is  most  interesting  in  all  of  this,  aside  from  the 
obvious  suggestion  that  the  United  States  Government 
should  play  an  old  trick  of  the  British  imperialists,  is  the 
fact  that  an  American  company  is  playing  arms  broker 
to  a British  company.  The  War  and  the  Navy  Depart- 
ments have  repeatedly  come  to  the  defense  of  the  muni- 
tions industry  “in  the  interest  of  national  defense.” 
Foreign  sales,  say  these  official  champions  of  the  armor- 
ers, must  be  encouraged,  in  order  to  keep  the  American 
arms  industry  in  practice  for  a “national  emergency.” 
But  here  is  an  American  company — and  it  is  only  one 
among  many — which,  aside  from  manufacturing  arms, 
is  selling  foreign  arms  to  all  its  customers.  These  sales 
probably  never  touch  the  United  States,  they  do  not  in- 
crease the  potential  arms  manufacturing  facilities  of  the 
United  States,  nor  do  they  give  employment  to  Ameri- 
can workmen.  They  do,  however,  produce  profits  for 
American  arms  brokers.  The  Army  and  Navy  will  have 
to  find  a new  explanation  for  its  support  of  the  arms 
brokers. 

The  most  interesting  disclosures  in  regard  to  other 
fields,  however,  were  those  relating  to  Germany.  Not 
that  startling  new  revelations  were  made  about  German 
re-armament  but  rather  that  some  of  the  details  of  this 
story  were  confirmed  with  specific  information.  The 
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League  of  Nations  statistics  on  the  annual  export  of 
arms  have  listed  Germany  for  years  as  an  arms-export- 
ing  country.  Many  of  the  League  powers  even  reported 
Germany  as  their  chief  source  of  supply.  The  writings  of 
Ernst  Henri,  Leland  Stowe,  and  other  observers,  to  say 
nothing  of  the  French  and  British  press,  have  for  some 
time  reported  great  activity  in  German  re-armament. 
All  of  this  is  now  confirmed  by  the  Senate  investigation. 

One  of  the  ways  in  which  the  prohibitions  of  the  Treaty 
of  Versailles  were  evaded  was  by  transferring  German 
arms  patents  and  arms  manufacture  to  other  countries. 
It  has  long  been  known  that  the  Bofors  company  in 
Sweden  was  virtually  a continuation  of  Krupp.  Similar 
operations  are  reported  in  regard  to  submarines.  The 
submarine  building  activity  of  some  of  Germany’s  neigh- 
bors is  now  revealed  as  the  work  of  German  manu- 
facturers. 

The  German  arms  industry  has  always  been  in  the  van 
of  the  world  arms  industry.  It  would  therefore  seem  un- 
necessary for  the  Germans  to  depend  on  foreign  aid  in 
re-armament.  For  interesting  reasons  Germany  was  not 
in  such  an  independent  position.  Above  all,  she  lacked 
raw  materials.  There  are  some  armament  ores  in  Ger- 
many, but  most  of  them  have  to  be  imported.  German 
imports  in  the  last  year  or  two  have  therefore  largely 
been  raw  materials  for  the  manufacture  of  arms.  Nickel 
came  in  from  Canada,  certain  iron  ores  from  Sweden  and 
Spain,  and  so  on.  Rigid  restrictions  were  placed  on  the 
import  of  other  foreign  goods,  even  to  the  extent  of 
making  necessary  the  manufacture  of  chemical  cloth 
( Ersatz ) but  the  arms  industry  was  free  to  buy  what 
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it  needed.  Cotton  of  all  kinds  was  barred,  but  when  the 
arms  industry  needed  cotton  linters,  the  ban  was  tempo- 
rarily lifted  until  it  had  laid  in  the  needed  supply. 

Other  factors  entered  into  the  situation.  The  new  war 
engines  developed  since  1919  had  to  be  taken  into  con- 
sideration. The  patents  for  these  were  held  in  other 
countries  and  this  again  made  Germany  dependent  on 
others.  Finally,  there  was  the  matter  of  time.  Nazi 
Germany  was  in  a hurry ; it  could  not  wait  for  its  excel- 
lent technicians  to  evolve  its  own  sinister  war  machines. 
For  all  these  reasons  it  was  imperative  that  Germany 
deal  with  the  arms  makers  of  other  lands.  And  these  were 
only  too  glad  to  accommodate  her,  even  though  their  re- 
spective governments  were  worried  and  sleepless  with 
apprehension  that  “Nazi  Germany  means  war.”  England, 
France,  Sweden,  Switzerland,  Italy,  Poland,  and  the 
United  States,  are  reported  from  various  sources  as  selling 
finished  arms  or  raw  materials  for  munitions  to  the  Nazi 
government.  Asked  about  the  Treaty  of  Versailles,  one 
American  aircraft  maker  replied  that  he  was  a business 
man  and  knew  nothing  about  treaties. 

This  foreign  aid  also  extended  to  the  licensing  of 
patents.  United  Aircraft  Company,  which  handles  the 
Pratt  and  Whitney  engine,  sold  close  to  $2,000,000  worth 
of  planes  or  plane  engines  direct  to  Nazi  Germany.  Sales 
to  Germany  and  Holland,  which  is  frequently  merely 
“port  of  entry”  for  Germany,  are  revealing: 

Years  To  Holland  To  Germany 


1929-32 

1933 

1934  (to  Aug.  31) 


$438,000 

234,000 

128,296 


$ 69,000 

272,000 
1,445,913 
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Beside  that,  it  licensed  its  patents  to  the  Bavarian  Motor 
Works  and  was  to  receive  $200  for  every  plane  manu- 
factured in  Germany.  Later  this  arrangement  was 
changed  to  an  annual  license  fee  of  $50,000,  so  that  the 
number  of  planes  produced  could  be  concealed.  German 
aircraft  makers  are  said  to  receive  a government  sub- 
sidy of  20  per  cent.  The  company  officials  insisted  that 
these  sales  and  licensings  were  for  ordinary  commercial 
planes,  though  they  admitted  that  the  engine  might  be 
used  for  military  planes  and  that  conversion  was  pos- 
sible. Whatever  the  facts,  the  company  had  the  consent 
of  War  or  Navy  Department  for  the  dealings  with  Ger- 
many. 

The  Du  Pont  company’s  tie-up  with  a German  dyna- 
mite company  has  been  discussed.  There  remains  the 
shipment  of  small  arms  and  machine  guns.  The  cor- 
respondence of  the  European  agents  of  the  Du  Pont 
company  throw  some  light  on  this  matter.  It  reports 
first  as  rumor  and  then  as  fact  that  American  small  arms 
and  machine  guns  were  reaching  Germany  in  great  quanti- 
ties, chiefly  through  smugglers.  One  port  of  entry  was 
the  city  of  Cologne,  the  other  was  Hamburg.  In  either 
case  the  arms  would  be  taken  off  of  the  great  steamers 
near  the  Dutch  coast  and  loaded  into  small  river  barges. 
Through  the  canal  system  of  Holland  and  the  river 
system  of  Germany  they  reached  Hamburg  or  Cologne 
without  detection.  The  destination  of  these  arms  was 
cited  as  the  “organizations”  in  Germany,  that  is,  no 
doubt,  chiefly  the  Nazis.  Colonel  Taylor’s  report  on  this 
traffic  makes  interesting  reading:  “There  is  a certain 
amount  of  contraband  among  the  river  shippers,  mainly 
in  arms  from  America.  Arms  of  all  kinds  coming  from 
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America  are  trans-shipped  in  the  Scheldt  to  river  barges 
before  the  vessels  arrive  in  Antwerp.  They  can  be  car- 
ried through  Holland  without  police  inspection  or  inter- 
ference. The  Hitlerites  and  Communists  are  presumed 
to  get  arms  in  this  manner.  The  principal  arms  coming 
from  America  are  Thompson  submachine  guns  and  re- 
volvers. The  number  is  great.” 

While  Germany  had  to  import  certain  arms  and  arms 
licenses,  she  likewise  functioned  as  an  arms  exporting 
country.  Already  in  1927  a German  firm,  Steffen  and 
Heymann,  wrote  to  an  American  arms  maker  that  Berlin 
had  regained  its  position  as  ‘'the  centre  of  Europe  as  re- 
gards the  trade  in  firearms.”  The  Senate  Hearings  show 
that  German  arms  were  even  imported  into  the  United 
States.  Captain  Hans  Tauscher,  a partner  in  the  defunct 
B and  T Munitions  Company,  who  has  been  close  to 
high  German  officials  for  many  years,  is  reported  as  pur- 
chasing German  machine  guns  and  introducing  them  into 
this  country.  (Tauscher  declared  the  guns  were  of  Aus- 
trian make.)  This  probably  means  that  the  German  arms 
makers  also  have  their  agents  in  various  parts  of  the 
world,  including  the  United  States,  trying  to  sell  German 
arms.  And  while  the  sale  of  German  arms  to  the  United 
States  is  no  doubt  insignificant  in  quantity,  yet  the  mere 
fact  that  such  sales  are  recorded,  throws  a curious  side- 
light on  world  politics. 

Of  course,  it  takes  money  to  pay  for  these  German 
arms.  And  notoriously  the  Germans  have  had  little  of 
their  own  in  recent  years,  while  they  have  borrowed 
heavily  from  various  countries.  When  the  Nazis  suc- 
ceeded in  wiping  out  the  vicious  Reparations  system, 
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they  were  so  much  encouraged  by  the  results  that  they 
tried  to  cancel  their  private  foreign  debts  as  well.  Inter- 
est payments  were  held  up,  negotiations  were  begun  for 
reduction  of  debt,  foreign  moneys  were  impounded,  and 
in  every  way  it  was  attempted  to  wipe  out  Germany’s 
enormous  foreign  debt.  There  is  every  reason  to  believe 
that  the  impounding  of  the  foreign  debt  made  it  possible, 
at  least  in  part,  for  the  Nazis  to  spend  so  much  on 
armaments. 

Thus  there  is  added  the  final  ironical  touch  to  one  of 
the  most  sordid  and  hypocritical  chapters  in  modern 
history.  In  1919  Germany  was  compelled  to  disarm,  her 
fleet  was  taken  away  and  destroyed  by  German  sailors 
at  Scapa  Flow,  her  fortresses  were  dismantled,  her  arms 
factories  were  made  innocuous,  her  army  was  reduced 
to  a skeleton,  and  her  war  machines  were  limited.  To 
all  of  this  was  attached  the  promise  of  universal  dis- 
armament. But  this  promise  was  never  fulfilled,  and 
the  Germans  began  to  re-arm.  Vague  French  reports 
were  made  conclusive  evidence  by  the  League  of  Nations 
reports,  showing  that  Germany  was  a leading  exporter 
of  arms.  But  nothing  happened.  On  the  contrary,  twenty 
to  thirty  governments,  who  held  membership  in  the 
League,  bought  arms  from  Germany. 

Then  Hitler  came  to  power  and  a great  fear  spread 
over  most  of  the  world — and  with  good  reason — because 
of  the  irresponsible  militarists  in  control  in  a great  coun- 
try. This  new  and  dangerous  Germany  wanted  to  re- 
arm without  delay.  All  the  great  arms  companies  of  the 
very  countries  which  were  paralyzed  by  fear  of  the  Nazis 
willingly  and  gladly  sold  munitions  to  Germany.  And 
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their  governments?  Had  they  no  control  over  these 
vampires?  Or  were  they  in  sympathy  with  Germany’s 
Fascists?  Or  were  the  munitions  makers  already  dictat- 
ing national  policy?  Their  governments,  at  any  rate,  did 
nothing.  Now  and  then  a Foreign  Secretary  like  Mr. 
Hull  would  issue  an  opinion  that  “this  government  would 
view  the  export  of  military  planes  from  this  country  to 
Germany  with  grave  disapproval,”  or  some  international 
lawyer  would  recall  that  the  Treaty  of  Versailles  was  be- 
ing violated.  But  the  American  arms  makers  who  have 
been  selling  to  Germany  insist — and  probably  rightly — 
that  their  sales  had  “official  approval.”  And  still  these 
same  governments  never  tire  of  expressing  their  appre- 
hension as  to  the  threat  of  Germany  to  peace!  One  is 
inclined  to  agree  with  Maxim  Litvinov  that  all  the  peace 
gestures  of  capitalist  governments  are  “purely  decora- 
tive.” 

A curious  story  in  the  Du  Pont  files  shows  that  a Dutch 
arms  company  knew  how  to  capitalize  this  official  fear 
of  Germany.  Colonel  William  N.  Taylor,  chief  of  Du 
Pont’s  European  agents,  reported  home:  “About  a year 
ago  there  was  great  newspaper  excitement  in  France  over 
the  1,500  half-finished  guns  in  Holland  in  the  possession 
of  H.I.H.  (a  Dutch  armament  firm),  which  the  French 
newspapers  claimed  was  a secret  stock  of  heavy  guns 
held  in  Holland  by  the  Germans.  The  results  of  this 
caused  the  French  to  buy  the  most  important  pieces.  It 
turned  out  that  this  whole  newspaper  row  was  originated 
by  Vlessing  and  Haegen  (armament  firm)  in  order  to  sell 
this  stock,  and  that  it  was  a vast  publicity  farce  which 
the  French  newspapers  fell  for,  due  to  their  desire  for 
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anti-German  news.  Vlessing  said  that  they  managed  this 
whole  publicity  affair  without  having  to  pay  a cent  to 
the  newspapers.  Vlessing  and  Haegen  are  extremely 
proud  of  this  feat  and  discussed  with  me  in  great  detail 
how  they  got  the  French  press  excited  on  this  matter  by 
constantly  denying  that  they  knew  anything  about  it 
and  making  it  all  very  mysterious  and  leaving  the  jour- 
nalistic spirit  to  do  the  rest.” 

Reports  from  South  America  indicate  that  the  Austrian 
story,  if  told,  would  run  somewhat  like  the  German. 
Austrian  arms  factories  have  been  working  steadily  for 
some  time,  and  their  export  sales  are  handled  through 
tie-ups  with  Swiss  companies.  There  is  every  indication 
that  these  Austrian  companies  also  have  agents  in  the 
United  States  and  are  selling  their  wares  through  Ameri- 
can brokers  to  various  parts  of  the  world. 

These  scenes  from  other  lands  indicate  conclusively 
that  there  is  little  difference,  except  in  volume  of  busi- 
ness, between  European  and  American  arms  makers. 
Both  have  the  active  support  of  their  governments  and 
use  influential  persons  as  agents;  both  pave  their  way 
into  government  offices  with  bribery;  neither  pays  any 
attention  to  international  treaties;  and,  most  important 
of  all,  in  neither  case  does  there  seem  to  be  any  real 
control  by  governments  over  the  export  of  arms.  Just 
how  far  this  lack  of  control  goes  is  clearly  shown  by  the 
history  of  recent  embargoes,  especially  that  against  the 
Chaco  war. 


CHAPTER  SIX 


THE  EMBARGO 


T HERE  are  several  kinds  of  embargoes.  There  is  the 
unilateral  embargo  against  that  power  in  a war  which  is 
considered  the  aggressor;  there  is  the  double  embargo 
imposed  on  both  belligerents;  there  is  the  embargo  im- 
posed by  one  nation,  and  the  one  agreed  to  by  all  powers 
through  the  League  of  Nations.  There  are  similarly  vari- 
ous motives  behind  embargoes.  Sometimes  the  purpose  is 
to  aid  the  attacked  power  against  the  aggressor;  some- 
times it  is  intended  to  slow  up  a war  by  withholding  the 
necessary  war  materials;  sometimes  it  is  actuated  by  so- 
cial ethics  which  seeks  to  keep  a nation’s  hands  clean  in 
a war  with  which  it  is  not  concerned. 

Now  certain  things  have  been  evident  about  embargoes, 
no  matter  what  kind,  for  some  time.  One  is  that  the  War 
and  Navy  Departments  are  opposed  to  embargoes.  They 
believe  that  foreign  orders  will  help  to  develop  and  keep 
in  training  an  American  arms  industry,  and  it  is  not  sur- 
prising to  recall  that  both  of  these  government  depart- 
ments have  appeared  at  Congressional  hearings  in  oppo- 
sition to  embargoes.  It  is  self-evident,  furthermore,  that 
the  arms  makers  should  be  against  embargoes.  Here,  too, 
we  have  the  evidence  of  previous  Congressional  hearings 
at  which  various  groups  of  these  industrialists  entered 
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their  protest  against  embargoes.  Nor  is  it  a difficult  con- 
jecture that  the  country  or  countries  against  which  an 
embargo  is  declared  should  object  to  it  because  it  presents 
a further  obstacle  to  them  in  the  prosecution  of  the  war. 

Additional  evidence  has  now  been  made  available  by 
the  Senate  investigation  on  all  of  these  points.  When  the 
universal  embargo  resolution  was  before  the  Senate  in 
1933,  E.  H.  Pitcher,  Washington  salesman  of  Federal 
Laboratories,  wrote  to  Mr.  Young  (January  10,  1933): 
“We  have  learned  from  what  we  consider  a reliable  source 
that  the  War  Department  objects  to  the  original  draft 
of  the  Congressional  Resolution  empowering  the  Presi- 
dent to  put  an  embargo  on  shipments  of  United  States 
arms  to  warring  countries.”  There  is  no  reason  to  doubt 
Mr.  Pitcher’s  information,  particularly  in  view  of  the 
fact  that  the  Du  Ponts  also  took  their  troubles  in  regard 
to  embargoes  to  the  Army  and  Navy  and  were  assured  of 
a sympathetic  hearing  there. 

At  the  same  time  there  is  evidence  that  the  munitions 
makers  were  fighting  the  embargo.  On  December  20, 
1932,  Mr.  Young  of  Federal  Laboratories  sent  a wire  to 
Frank  Jonas  in  which  he  said:  “Suggest  you  enlist  Curtiss 
(Curtiss-Wright)  and  United  (United  Aircraft)  in  op- 
posing the  President’s  proposed  arms  embargo  to  Con- 
gress.” That  this  opposition  to  the  embargo  was  actually 
carried  to  Washington  may  be  seen  from  a letter  of 
Colonel  Goss  of  Lake  Erie  Chemical  to  Mr.  Huber  (Janu- 
ary 10,  1933)  in  which  he  said:  “In  regard  to  the  telegram 
you  sent  me  yesterday  regarding  the  arms  embargo  bill 
the  most  powerful  lobby  in  Washington  is  that  conducted 
by  the  American  Legion.  Immediately  on  receipt  of  your 
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wire  I had  a telegram  sent  to  Traylor  who  is  head  of  the 
American  Legion  lobby  by  the  State  Commander  (John 
Elden)  of  the  Ohio  Legion  and  the  National  Commander 
of  the  ‘40  and  8/  which  has  probably  a million  members, 
requesting  that  every  pressure  be  brought  to  bear  to  stop 
any  such  foolish  action,  and  stating  that  the  only  possible 
result  of  such  a bill  would  be  to  throw  all  this  business  to 
European  manufacturers.”  The  “Traylor”  referred  to 
in  this  letter  is  John  Thomas  Taylor,  legislative  chief  of 
the  Legion  in  Washington.  The  evidence  is  contradictory 
as  to  whether  the  Legion  lobbied  against  the  embargo  in 
Washington. 

Finally  as  to  the  opposition  of  the  embargoed  coun- 
tries it  will  readily  be  recalled  that  Bolivia  was,  and 
continues  to  be,  very  emphatic  in  its  opposition  to  the 
embargo.  All  of  these  developments  were  easily  fore- 
seen, but  there  are  other  aspects  of  the  embargo,  specifi- 
cally of  that  against  the  war  in  the  Gran  Chaco,  which 
were  not  so  evident  and  which  throw  a revealing  light 
on  the  effectiveness  of  embargoes  and  particularly  their 
method  of  enforcement. 

President  Roosevelt  issued  the  embargo  proclamation 
on  May  28,  1934.  It  was  an  order  prohibiting  the  sales 
but  not  the  export  of  arms.  This  alone  was  a loophole 
through  which  “all  the  king’s  horses  and  all  the  king’s 
men”  could  easily  march.  It  does  not  require  a lawyer 
skilled  in  the  technique  of  law  evasion  to  recognize  that 
there  were  several  ways  round  this  kind  of  an  order.  For 
instance,  it  might  be  possible  for  a company  to  sell  to 
an  agent  living  in  Brazil  or  in  the  Argentine.  The  sale  in 
this  case  was  made  to  neither  belligerent,  and  exports 
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were  not  forbidden.  It  is  even  conceivable  that  a company- 
might  sell  to  one  of  its  branch  factories  in  South  America 
and  transport  the  war  materials  from  there  to  either  or 
both  of  the  belligerents.  It  is  true  that  the  President 
asked  the  cooperation  of  the  South  American  neighbors 
of  Bolivia  and  Paraguay,  but  the  embargo  order  as  is- 
sued placed  far  more  responsibility  on  the  South  Ameri- 
cans than  it  did  on  the  authorities  of  the  United  States. 

The  question  arose  immediately  as  to  the  interpreta- 
tion of  the  word  “sales.”  With  the  aid  of  skillful  lawyers 
and  apparently  that  of  a Congressman  the  word  “sales” 
was  finally  interpreted  to  mean  anything  that  had  been 
contracted  for  before  May  28,  1934.  Here  again  evasion 
was  easy,  and  the  suggestion  of  Lake  Erie  Chemical  to  its 
agent  in  Brazil,  Mayrink  Veiga,  that  bomb  orders  should 
be  antedated  so  as  to  come  under  the  deadline  of  May  28, 
was  probably  not  the  only  action  of  this  kind. 

There  arose  the  further  difficulty  of  interpreting  the 
Presidential  order,  particularly  in  regard  to  giving  a 
definition  as  to  what  constituted  war  materials.  Ap- 
parently no  such  interpretation  was  ever  made.  At  any 
rate,  that  is  the  contention  of  Stephen  W.  Hamilton, 
Deputy  Collector  of  Customs  at  New  York.  Further- 
more, when  the  American  Armament  Corporation  de- 
clared that  the  State  Department  had  advised  it  to  hire 
the  most  skillful  lawyers  and  to  get  out  an  injunction 
against  the  Government,  the  reply  of  the  State  Depart- 
ment made  through  Joseph  C.  Green  was  that  it  had  not 
so  advised,  but  that  obviously  the  interpretation  of  the 
embargo  lay  with  the  courts.  This  is  probably  techni- 
cally true.  Still  it  is  strange  that  the  State  and  Treasury 
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Departments  should  not  have  taken  the  lead  in  interpret- 
ing the  Presidential  order  in  such  a way  as  to  make  the 
embargo  really  effective. 

Another  difficulty  in  enforcing  the  embargo  was  the 
fact  that  the  customs  officials  are  operating  under  a law 
passed  in  1799  containing  no  penalty  provisions  other 
than  a fine  of  $50.00  for  failure  to  file  a declaration.  Ex- 
port declarations  could  be  filed  even  after  the  ship  had 
sailed,  yes,  even  after  the  cargo  had  been  discharged  at  a 
foreign  port.  Customs  officials  furthermore  take  export 
declarations  at  their  face  value.  Shipments  are  not 
opened  in  order  to  find  out  what  is  really  in  them.  A ship- 
per can  label  a box  of  guns  “quinine”  and  it  will  probably 
pass  as  such.  False  export  declarations  are  therefore 
seldom  if  ever  detected,  and  contraband  trade  may  readily 
be  carried  on. 

Considering  all  these  loopholes  it  is  not  surprising  that 
shipments  valued  at  hundreds  of  thousands  of  dollars 
were  sent  to  the  Gran  Chaco  legitimately,  under  the  in- 
terpretation of  the  term  “sales”;  and  of  course  there  are 
no  records  as  to  contraband  sales.  That  such  were  prob- 
able may  be  seen  from  a memorandum  from  the  Consul 
General  of  Bolivia  in  New  York,  dated  March  12,  1934, 
which  declared  that  the  Bolivian  Government  did  not 
desire  to  have  war  materials  marked  so  as  to  disclose  the 
nature  of  the  contents.  All  that  was  necessary  was  the 
address  and  a special  mark  “handle  with  care.” 

American  munitions  makers,  however,  developed  two 
other  means  of  evading  the  embargo.  One  of  them  was 
the  filling  of  war  orders  through  branch  factories  in  South 
America.  Thus  we  have  the  letter  from  C.  W.  Webster  of 
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Curtiss-Wright  (March  30,  1933)  in  which  he  prepares 
for  a possible  embargo  by  turning  business  over  to  the 
Curtiss-Wright  branch  factory  in  Chile.  He  writes:  “An- 
other matter  I wish  you  would  take  up  immediately 
. . . is  the  question  involving  the  possible  manufacture 
in  the  Santiago  plant  of  airplanes  intended  for  other 
South  American  countries.  This  is  in  view  of  a possible 
embargo  on  the  part  of  the  League  of  Nations  and  the 
United  States  Government.”  Du  Pont,  as  we  have  seen, 
evolved  still  another  method  of  evading  the  embargo: 
it  turned  its  business  over  to  I.  C.  I.,  its  British  ally, 
which  did  not  come  under  American  law,  and  thus  it 
drew  its  commissions  on  sales  even  though  it  did  not  fill 
the  order  from  the  United  States. 

Everything  considered,  there  are  enough  facts  avail- 
able in  regard  to  embargoes  to  point  certain  obvious  mor- 
als: an  embargo  by  one  nation  alone  is  a farce  as  far  as 
preventing  war  materials  from  reaching  the  belligerents. 
It  may  have  its  value  as  an  ethical  gesture,  but  it  is 
ineffective  as  a peace  measure.  Embargoes  must  be  uni- 
versal if  they  are  to  aid  in  slowing-up  wars.  A complete 
revamping  and  modernization  of  customs  laws  and  com- 
mercial statistics  are  also  needed.  Clear-cut  definitions 
must  be  given  by  responsible  officials  as  to  what  consti- 
tutes war  materials.  The  categories  thus  set  up  should  be 
introduced  into  commercial  statistics,  and  some  kind  of 
check  must  be  made  in  order  to  make  false  export  declara- 
tions more  difficult.  The  simple  fact  is  that  the  free 
international  commerce  in  war  materials  is  at  present  a 
normal  proceeding  in  international  trade  and  that  few 
adequate  facilities  exist  to  report  on,  to  say  nothing  of 
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checking,  this  international  traffic.  Once  the  nations 
make  up  their  mind  to  take  embargoes  seriously  and  not 
merely  as  peace  gestures,  much  can  be  accomplished  in 
making  them  effective.  As  is,  however,  embargoes  are 
hardly  more  than  a tragic  joke,  and  they  can  readily  be 
ignored  or  evaded. 


CHAPTER  SEVEN 


INDUSTRIAL  WAR 


TP  HE  munitions  industry  has  found  a new  and  profit- 
able field  of  activity,  work  in  industrial  warfare. 
When  workers  go  out  on  strikes  for  higher  wages  and  bet- 
ter working  conditions,  or  when  riots  disrupt  the  peaceful 
life  of  a community,  the  manufacturers  of  tear  and  vomit 
gases  see  new  opportunities  for  making  profits.  Once 
again  they  find  themselves  in  a position  where  they 
“must  wish  for  trouble  in  order  to  make  a living.”  How 
rapidly  the  gas  manufacturers  scent  trouble  and  take 
advantage  of  it,  may  be  seen  from  the  remark  of  a liberal 
employer  involved  in  a strike,  in  regard  to  General 
Protective  Laboratories  of  Pittsburgh:  “They  sell  equip- 
ment to  spray  gas  over  rioters.  All  kinds.  Grenades, 
billies,  rifles,  and  pistols.  They  sell  you  the  gas  and  tell 
you  how  to  use  it.  As  soon  as  word  of  the  strike  got 
around,  even  before  it  began,  these  circulars  started 
coming.  If  I’d  wanted  to,  I could  have  loaded  up  enough 
weapons,  for  about  $200,  to  give  the  strikers  the  works. 
Only  I’m  a peaceable  man.  The  strikers  aren’t  doing 
anything  to  me.  Why  should  I start  with  them?” 

As  was  to  be  expected  they  consider  these  gases  as 
much  better  than  “lead  bullets”  or  the  bamboo  laths 
used  by  the  British  in  India.  “Under  the  Machado 
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regime  (in  Cuba),  it  is  common  talk  that  more  than 
3,000  people  were  shot  down.  They  used  machine  guns 
and  rifles.  Under  this  regime,  using  tear  gas,  the  casual- 
ties have  been  only  seven  or  eight.”  A letter  of  Federal 
Laboratories  to  its  agents  declared:  “Be  sure  to  advise 
your  customers  that  when  they  use  gas  to  use  plenty  of  it. 
We  have  found  from  experience  that  if  the  police  try  to 
disperse  a mob  with  too  little  gas,  their  efforts  will  not  be 
successful.  . . . Tear  gas  is  fast  becoming  recognized  as 
the  leading  and  most  humane,  yet  effective  manner  of 
quelling  riots  and  mob  violence.”  Yet  the  tear  gas  manu- 
facturers would  not  have  anyone  believe  that  their  prod- 
ucts are  ineffective.  “What  is  the  effect  of  tear  gas?”  asked 
Senator  Nye.  “When  that  hits  you,”  was  the  reply,  “no 
matter  what  you  are  doing  you  will  want  to  do  something 
else.”  But  the  gas  makers  deny  vigorously  that  two 
babies  were  killed  by  tear  gas  in  the  Washington  bonus 
riots  of  1932. 

Herewith  is  opened  a huge  new  domestic  sales  terri- 
tory for  the  munitions  makers.  Federal  Laboratories, 
Inc.,  one  of  the  leaders  in  the  field,  sells  about  50  per 
cent  of  its  products  in  the  domestic  field.  Because  of  this 
there  are  all  kinds  of  new  possibilities.  These  sales  are 
made  to  state  and  city  police,  to  banks  and  corporations, 
and  to  various  industrialists  threatened  by  strikes.  Fed- 
eral Laboratories,  Inc.,  has  the  entire  United  States 
covered  by  about  fifty  to  sixty  agents,  each  seeking  the 
areas  of  strike  or  threatened  trouble  in  order  to  make 
his  sales.  If  the  arms  industry  follows  its  same  methods 
of  bribery  in  these  sales,  every  local  official  of  law  en- 
forcement from  the  captain  of  the  state  police  to  the 
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local  sheriff  will  be  “taken  care  of,”  and  vast  quantities 
of  gases  will  be  sold  for  which  there  is  no  need. 

The  two  giants — and  bitter  rivals — in  the  gas  industry 
are  Federal  Laboratories,  Inc.,  of  Pittsburgh  and  the 
Lake  Erie  Chemical  Company  of  Cleveland,  with  its 
export  company,  United  States  Ordnance  Engineers,  Inc. 
The  names  of  both  of  these  companies  are  rather  inter- 
esting. Without  the  “Inc.”  it  would  be  easy  to  mistake 
names  like  Federal  Laboratories  and  United  States 
Ordnance  Engineers  for  parts  of  the  official  military 
department  of  the  United  States  Government.  Names 
like  these  are  apparently  chosen  deliberately  in  order 
to  create  this  impression — a well-known  device  of  certain 
military  organizations  and  other  groups. 

This  impression  of  being  “official”  is  carried  even  fur- 
ther in  the  catalogue  of  the  United  States  Ordnance 
Engineers.  Here  there  appears  a photograph  of  the 
president,  Colonel  Goss,  in  uniform,  a testimonial  by 
Major  General  Amos  A.  Fries,  former  chief  of  the 
Chemical  Warfare  Service,  praising  Colonel  Goss’s  World 
War  record,  and  a letter  from  General  Leach  in  photostat 
to  the  chief  of  the  Wisconsin  State  Militia  Bureau,  again 
praising  Colonel  Goss.  These  testimonials  show  how 
close  Colonel  Goss  is  to  high  Army  officials.  John  W. 
Young,  president  of  Federal  Laboratories,  is  close  to 
the  U.  S.  Chemical  Warfare  Service. 

In  order  to  sell  their  products  both  of  these  companies 
send  descriptive  catalogues  to  all  parts  of  the  country. 
This  sales  literature  is  worth  studying.  Federal  Labora- 
tories, which  advertises  that  it  is  the  “oldest  and  largest 
manufacturer  of  chemical  protective  devices,”  covers 
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the  front  and  back  of  its  eight-page  pamphlet  with 
sixteen  pictures.  Among  the  illustrations  are:  “Clairton 
Steel  Strike,”  “Fayette  Company  Coal  Strike,”  “Los 
Angeles  Communist  Riot,”  “Wisconsin  Milk  Strike,” 
“New  York  State  Milk  Strike,”  “Ambridge,  Pa. — End  of 
a Stubborn  Strike,”  “West  Virginia  Coal  Strike,”  “Weir- 
ton,  West  Virginia  Strike,”  “Against  California  Com- 
munists,” etc. 

A gas  riot  gun,  priced  at  $60,  is  described  as  follows: 
“A  perfect  weapon  for  dispersing  mobs,  quelling  prison 
riots,  routing  barricaded  criminals,  guarding  payrolls, 
protecting  public  and  private  property.  . . . Federal 
riot  guns  are  used  by  leading  State  constabularies,  most 
large  penal  institutions,  Royal  Canadian  Mounties, 
Federal  Reserve  Banks,  U.  S.  Bureau  of  Investigation, 
armored  car  companies,  large  industrial  corporations, 
and  leading  law  enforcement  agencies.” 

Federal  Laboratories  also  sells  the  notorious  “Tommy 
gun.”  Its  merits  are  set  forth  in  the  following  terms: 
“When  used  semi-automatically,  100  aimed  shots  per 
minute  can  be  fired  by  separate  trigger  pulls.  By  a 
shift  of  the  control  lever,  the  weapon  becomes  a full 
automatic  machine  gun,  firing  at  a rate  up  to  800  shots 
per  minute.” 

These  Thompson  guns  are  sold  freely,  but  “only  on  the 
side  of  law  and  order.”  But  since  the  gangsters  have 
learned  to  raid  government  arsenals  and  sheriff’s  offices, 
the  widespread  sale  of  these  deadly  weapons  makes  it 
fairly  easy  for  them  to  pick  up  a “typewriter”  almost 
any  place. 

The  United  States  Ordnance  Engineers  advertise  its 
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Shoulder  Gas  Gun  which  it  describes  as  a “preventive 
therapy  for  crime.”  “If  it  does  not  render  society  in- 
vulnerable, it  renders  it  less  vulnerable,  and  if,  like  the 
auto,  it  can  be  employed  by  the  bad  against  the  good, 
it  is  a great  persuader  and  helps  to  put  more  teeth  into 
the  Ten  Commandments.”  This  gas  gun  would  thus 
seem  to  be  special  blessing  conferred  upon  “the  good” 
by  deity  itself. 

The  destination  of  these  tear  and  vomit  gases  makes 
it  probable  that  these  gas  companies  and  their  agents 
will  do  all  in  their  power  to  raise  the  Red  scare  whenever 
sales  resistance  appears.  This  is  clearly  foreshadowed  in 
a letter  by  the  head  of  Federal  Laboratories  to  his  agent 
in  Buenos  Aires  in  regard  to  anti-gas  legislation  in 
Argentina.  Such  legislation,  said  Mr.  Young,  was  “usu- 
ally being  sponsored  by  radical  leaders  who  wish  to 
prohibit  the  use  of  tear  gas  against  communistic  or 
labor  demonstrations.”  Following  up  this  Red  scare  the 
Federal  Laboratories  official  wrote:  “We  should  impress 
upon  the  public  officials  that  they  should  spend  money 
for  the  purpose  of  tear  gas  equipment  even  when  they 
cannot  afford  to  pay  salaries.”  Apparently  the  Commun- 
ists are  at  the  gate,  0 Rome! 

Already,  the  testimony  showed,  strikes  have  become 
great  boosters  of  tear  gas  sales.  The  textile  strike  in- 
creased business  from  5 to  10  per  cent;  in  the  Toledo, 
Ohio,  strike,  gas  sales  amounted  to  $8,000;  in  the  San 
Francisco  general  strike,  $30,000;  in  Youngstown, 
$25,000;  and  in  Pittsburgh,  $75,000.  In  Rhode  Island  the 
nervous  governor  with  his  outcry  about  a “Communist 
revolution”  made  Federal  Laboratories  rush  tear  gas  via 
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airplane,  but  the  plane  had  to  make  a forced  landing  and 
the  gas  did  not  arrive  in  time. 

Federal  Laboratories  carries  its  gas  and  the  Thompson 
machine  gun  round  the  world.  It  has  its  representatives 
and  helpers  almost  everywhere,  and  in  many  cases  these 
are  identical  with  those  of  Du  Pont.  One  of  these,  not 
technically  an  agent,  was  Commander  James  H.  Strong, 
the  officer  who  was  “lent”  to  Colombia  by  the  U.  S.  Navy 
and  who  resigned  from  the  Navy  in  1934  in  order  to  be 
“adviser”  to  that  South  American  republic.  He  received 
about  $600  from  Federal  Laboratories  for  various  kinds 
of  aid  in  Colombia.  Another  was  Mrs.  Patricia  Kendall, 
American  author  and  enemy  of  Ghandi,  who  helped  intro- 
duce tear  gas  into  India  as  a “humanitarian  measure.”  Its 
salesman  in  Hawaii  was  Colonel  P.  W.  Smoot,  Army  Ad- 
jutant. Another  agent  is  W.  R.  Grace  and  Company,  the 
steamship  company  and  shippers,  which  uses  its  South 
American  contacts  to  sell  gas  and  machine  guns. 

A most  peculiar  “agent”  was  Paul  Young,  the  brother 
of  Federal  Laboratories’  president,  a missionary  of  the 
Christian  Missionary  Alliance  in  Ecuador,  who  demon- 
strated tear  gas  to  the  Ecuador  officials.  No  more  singu- 
lar document  was  introduced  at  the  Washington  Hearings 
than  the  following  letter  of  this  Christian  missionary 
among  the  Indians: 

“Since  writing  you  last  we  have  been  in  our  Indian 
station  in  Agito,  Olavalo.  We  had  a week  of  joyful, 
simple  life  and  the  visit  was  a blessing  to  us.  We  also 
have  reason  to  believe  it  was  also  a blessing  to  Miss 
Brown  and  Miss  Rotel,  the  two  brave  girls  stationed 
there. 
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“Six  or  eight  Indians  showed  a desire  to  follow  the 
Lord  and  we  prayed  with  them.  Some  of  them  made 
beginnings  but  had  been  pulled  down  by  sin.  Indian 
work,  you  know,  needs  a great  deal  of  prayer. 

“Yesterday  I saw  the  Minister  of  War  again  and  made 
arrangements  to  demonstrate  today. 

“The  Minister,  two  generals  and  the  head  of  the 
police  and  Quito  and  officers  were  present.  I used  the 
'Billy’  (presumably  a type  of  bomb)  first,  but  I am  sorry 
to  say  it  did  not  prove  a success. 

“I  shot  it  at  the  soldiers,  but  they  were  able  to  stand 
the  gas  and  get  me.  I then  shot  the  grenade  in  a room 
and  asked  the  men  to  go  in.  This  was  a real  success  and 
helped  to  gain  ground  I had  lost  through  the  failure  of 
the  ‘Billies.’  ” 

In  line  with  these  strange  agents  for  gas  companies 
are  the  demonstration  methods  of  their  salesmen.  In 
1933  an  agent  for  Lake  Erie  Chemical  in  Chile  used  120 
prisoners  as  guinea  pigs  for  a tear  gas  test,  and  he  wrote 
home  about  this  feat  in  glowing  terms:  “I  gave  a demon- 
stration at  the  Department  of  Investigation  on  about 
120  prisoners.  It  was  a great  success.” 

Federal  Laboratories  has  a “sure  thing”  in  the  export 
field.  Armies  are  being  mechanized  and  machine  guns 
are  everywhere  in  demand;  poison  gas  bombs  can  be 
sold  as  readily  as  tear  gas  and  vomit  gas.  Thus  this  Pitts- 
burgh manufacturer  can  interest  military  and  police 
authorities,  banks,  sweatshop  manufacturers  faced  with 
strikes,  strike-breaking  organizations,  private  police,  etc. 
In  other  words,  it  is  ready  to  supply  the  wherewithal  for 
international  and  domestic  warfare.  Because  of  this, 
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Federal  Laboratories  has,  perhaps  more  than  any  other 
single  munitions  company,  with  the  possible  exception 
of  the  aircraft  makers,  found  responsive  buyers  in  all 
parts  of  the  world. 

Some  of  its  foreign  sales  deserve  further  attention. 
In  the  war  over  the  Gran  Chaco,  Federal  Laboratories 
sold  to  both  sides  in  the  conflict,  to  Paraguay  and  Bolivia. 
The  reason  for  this,  said  the  president,  was  that  “we 
were  not  discriminating.”  The  company  relished  this 
business  so  much  that  its  agent,  Frank  Jonas,  was  per- 
turbed over  the  possibility  of  peace.  When  peace  actually 
“threatened”  in  July,  1932,  Jonas  wrote  rather  discour- 
agedly:  “Unfortunate  for  us  it  looks  as  if  the  trouble  will 
be  settled  amicably.”  The  world  knows  that  these  fears 
were  not  realized,  and  Federal  Laboratories  has  been 
able  to  enjoy  more  years  of  prosperity  due  to  the  Chaco 
war. 

The  Cuban  activities  of  this  company  are  particularly 
interesting  and  complicated.  When  Machado  was  still 
in  power,  Mr.  Young  discussed  with  the  opposition,  the 
“revolutionaries,”  especially  General  Menocal  and  Colo- 
nel Mendieta,  a “big  program”  for  revolution.  Nothing 
came  of  that  as  far  as  orders  were  concerned.  Machado 
fell  and  fled  from  Cuba;  the  Cespedes  government  was 
unable  to  hold  itself.  A tug-of-war  for  power  developed 
between  Grau  San  Martin  and  the  Menocal-Mendieta 
group.  At  this  time,  Young  instructed  his  agent  in  Cuba, 
Texidor,  to  seek  business  from  both  sides,  the  “ins” 
and  the  “outs.”  The  “ins”  (the  Grau  San  Martin 
group)  controlled  the  Treasury  and  were  better  bets,  so 
the  agent  was  to  get  15  to  20  per  cent  commission  on 
their  business,  while  sales  to  the  Menocal-Mendieta 
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group  were  to  pay  him  only  10  per  cent.  Shortly  there- 
after Mr.  Young  changed  his  mind  and  placed  his  bet 
on  the  Menocal-Mendieta  group.  But  his  offer  to  sell 
the  Grau  San  Martin  group — still  in  power — was  not 
withdrawn.  In  fact  he  sold  the  Grau  San  Martin  group 
60  sub-machine  guns,  and  at  about  the  same  time  the 
other  group  was  supplied  with  gas  masks,  riot  guns, 
bombs,  and  other  materials. 

In  January,  1934,  the  Grau  San  Martin  government 
gave  way  to  the  Mendieta  government,  and  Mr.  Young 
immediately  offered  his  congratulations  and  his  aid. 
He  had  helped  the  Mendieta  group  into  power  and  he 
was  now  rewarded.  He  was  appointed  consultant  in 
organizing  the  Cuban  police,  for  which  he  received  a 
$12,000  retainer,  and  his  hopes  to  supply  the  tear  gas 
for  this  police  force  were  apparently  fulfilled.  Thus  on 
this  troubled  island  an  American  munitions  company 
acts  as  Warwick  to  various  political  factions,  aids  and 
advises  them  in  their  rise  to  power,  and  stands  by  them 
when  they  have  reached  their  goal.  Of  course,  the 
American  “king-maker”  was  amply  rewarded  with  orders, 
and  he  was  once  again  “not  discriminating”  when  the 
“outs”  appeared  and  wanted  to  buy  from  him  also. 

“Commissions”  must  have  passed  freely  in  these  trans- 
actions. An  indication  of  this  is  given  by  the  report  that 
Lieutenant  Joaquin  Demestre,  one-time  Cuban  military 
attache  in  Washington,  had  requested  Federal  Labora- 
tories to  increase  its  bid  on  a Cuban  order  25  per  cent 
in  order  to  “take  care  of  him.”  Other  maneuvers  were 
adopted  in  this  Cuban  business.  Through  a certain 
“colonel  representing  the  Cuban  government”  a United 
States  Government  price  list  on  war  materials  was  shown 


8Jf  “One  Hell  of  a Business” 

to  Federal  Laboratories,  so  that  the  company  could 
underbid  this  in  Cuba. 

A different  kind  of  situation  had  to  be  met  in  the 
Argentine.  Here  a Presidential  decree  had  banned  the 
use  of  gas,  but  apparently  Federal  Laboratories  believed 
that  once  the  “humanitarian  character  of  tear  and  sick- 
ening gases  was  demonstrated  to  officials,  the  restric- 
tions would  be  lifted.  Accordingly  a little  smuggling  was 
resorted  to.  First  Officer  Blake  of  the  S.  S.  Southern 
Cross  of  the  Munson  Line  was  persuaded  to  carry  a riot 
gun  and  tear  gas  bombs,  smuggle  them  into  the  Argen- 
tine, and  pass  them  on  to  an  agent.  This  program  was 
carried  out  as  planned. 

The  great  rival  of  Federal  Laboratories  for  the  gas 
business  is  Lake  Erie  Chemical  Company  with  the 
export  organization,  the  United  States  Ordnance  Engi- 
neers, Inc.  The  president  of  this  company,  Colonel  B.  C. 
Goss,  was  the  chief  of  the  chemical  service  of  the  Second 
Army  of  the  A.  E.  F.  in  France.  This  company  has  been 
very  active  in  equipping  the  Nanking  Government  of 
China  with  poison  gas  for  war,  and  it  is  negotiating  with 
Colombia  for  the  erection  of  a big  “military  gas”  plant 
in  that  country. 

Thus  this  new  weapon  in  the  armory  of  Mars  is 
proving  to  be  a great  “success”  from  the  commercial 
point  of  view.  It  is  in  almost  continual  demand  in  the 
home  market  for  use  in  domestic  warfare,  and  its 
potentialities  for  international  war  are  so  “promising” 
that  it  is  eagerly  sought  by  all  military  authorities — in 
spite  of  the  fact  that  chemical  warfare  is  outlawed  by 
solemn  treaties  agreed  to  by  most  great  powers. 


CHAPTER  EIGHT 


INTERPRETING  THE  EVIDENCE 


TT HE  Senate  investigation  dealt — with  few  exceptions 
— with  the  post-war  period.  Such  times  are  very 
difficult  for  the  arms  industry.  Factories  which  have 
been  keyed  up  for  maximum  production  with  three  shifts 
of  workers  suddenly  stand  idle.  Orders  are  canceled 
and  huge  surplus  stocks  of  all  kinds  of  arms  glut  the 
market.  A historian  of  the  Remington  Arms  Company 
gave  a rather  graphic  description  of  a former  “post-war 
period”  by  heading  his  discussion  “Peace  and  Disaster.” 
Post-war  years  are  thus  slump  years  for  the  arms  busi- 
ness. 

This  was  particularly  true  of  the  years  between  the 
close  of  the  World  War  and  the  rise  of  Hitler  in  Ger- 
many (1919-1933).  All  the  great  arms  companies  were 
in  dire  straits.  Vickers  and  Armstrongs  in  Great  Britain 
had  to  be  reorganized  into  Vickers- Armstrongs;  Skoda 
in  Czechoslovakia  was  taken  over  by  Schneider-Creusot 
in  France;  Remington  Arms  became  a subsidiary  of  Du 
Pont;  and  even  the  great  Du  Pont  recorded  losses  for 
two  years.  Other  companies  were  ready  to  drop  out 
of  the  munitions  business.  Great  plants  had  to  be 
dismantled,  bankruptcy  stared  others  in  the  face.  It 
was  again  the  “peace  and  disaster”  of  the  post-war  years. 
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The  great  trouble  was  the  huge  surplus  of  war  stocks 
still  available  from  the  years  of  the  Great  Slaughter. 
Various  efforts  were  made  to  dispose  of  these.  In  the 
United  States  they  were  given  away  in  reckless  fashion. 
Every  hamlet  and  village  was  offered  cannons  for  its 
village  square.  Helmets  and  gas  masks  were  taken  home 
by  the  returning  doughboys,  and  the  free  disposal  of 
surplus  stocks  came  to  an  end  only  when  these  arms  were 
needed  for  the  CCC  camps.  In  Europe  the  smaller 
powers  and  the  colonies  became  the  dumping  grounds 
for  these  surplus  stocks.  And  still  the  glut  continued. 
As  late  as  1933  the  Soley  Armament  Company,  Ltd.,  of 
England  wrote  to  its  American  agent  that  it  held  surplus 
stocks  valued  at  $30,000,000. 

Gradually  this  situation  changed.  There  was  a war 
over  Manchuria  between  Japan  and  China;  there  were 
wars  and  threats  of  war  in  South  America.  In  1933 
Hitler  came  to  power  in  Germany,  and  the  slump  in  the 
arms  industry  came  to  an  end.  All  of  Europe  considered 
the  Nazis  a threat  to  peace,  and  the  arms  industry  began 
to  look  up.  Orders  poured  in  from  everywhere,  thousands 
of  workers  were  added  to  the  arms  factories.  Japan, 
seeing  a possible  ally  in  Hitler  Germany  against  Soviet 
Russia,  began  to  develop  friction  with  the  Workers’ 
Fatherland — and  the  munitions  industry  had  passed 
the  crisis  and  was  rapidly  regaining  ruddy  health.  Japan 
then  threatened  to  denounce  the  naval  treaty  which 
established  an  inferior  naval  position  for  the  Island 
Empire.  Great  Britain  and  the  United  States  responded 
with  huge  naval  programs — and  the  depression  was 
over  in  the  arms  industry.  But  it  is  well  to  remember 
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that  most  of  the  period  covered  by  the  Senate  inquiry 
was  a disastrous  slump  period  for  the  arms  makers. 

Another  characteristic  of  post-war  years  is  the  slowing 
up  of  invention  and  development  in  the  implements  of 
war.  After  a great  war,  financial  considerations  and  the 
natural  revulsion  from  mass  slaughter  personally  wit- 
nessed or  experienced  insure  a brief  respite  for  peace. 
Governments  buy  fewer  arms,  and  invention  in  the  war 
industries  slows  up  for  a while.  This  was  true  to  a great 
extent  in  Europe  after  1919.  But  it  was  less  true  in  the 
United  States. 

The  World  War  had  brought  about  a significant  be- 
ginning in  various  innovations  in  warfare.  Airplanes, 
submarines,  chemical  warfare,  automatic  guns,  and  tanks, 
had  been  introduced  into  the  fighting,  and  the  technical 
and  tactical  conclusions  to  be  drawn  from  these  new 
weapons  began  to  be  studied  after  the  war,  particularly 
in  the  United  States.  A miraculous  development  took 
place  in  aircraft,  so  that  the  size  of  the  wrorld  began  to 
shrivel  like  a drying  almond.  The  Pratt  and  Whitney 
company  was  able  to  run  a $1,000  investment  in  1925 
to  $6,400,000  cash  dividends  and  $5,037,000  stocks  divi- 
dends by  1932. 

New  and  ingenious  devices  began  to  appear,  making 
these  planes  terrible  instruments  of  destruction.  Machine 
guns  in  revolving  turrets  appeared  above  the  pilot  or 
were  mounted  on  the  wings,  bomb  racks  carried  larger 
and  heavier  loads  of  various  kinds  of  bombs,  small  tanks 
were  even  devised  to  be  picked  up  by  planes  and  carried 
off  to  another  destination  (“flying  tanks”). 

These  developments  were  naturally  followed  by  vari- 
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ous  attempts  to  work  out  measures  of  defense.  A fire 
control  system  emerged  with  the  ingenious  power  to 
locate,  illuminate  at  night,  and  fire  on,  menacing  air- 
craft. Since  this  operated  largely  through  sound  de- 
tectors, devices  were  sought  to  make  the  sound  of  the 
motors  deceptive,  thus  nullifying  the  fire  control  sys- 
tem. 

Similar  developments  took  place  in  submarines,  chemi- 
cal warfare,  automatic  guns,  tanks,  etc.  Submarines 
grew  larger  and  acquired  a greater  cruising  range;  they 
added  more  torpedo  tubes  and  tornadoes,  and  they  found 
room  for  fair-sized  guns  and  small  airplanes.  Fantas- 
tic stories  were  circulated  as  to  new  gases  and  death 
rays  which  would  wipe  out  whole  regiments,  to  say 
nothing  of  the  non-combatant  population  back  of  the 
lines.  Conflicting  testimony — not  always  unbiased — 
makes  it  impossible  to  say  how  far  these  developments 
have  gone.  Machine  guns  rapidly  replaced  rifles  which, 
by  comparison,  were  almost  primitive  weapons.  Tanks 
learned  to  swim  like  ducks  and  to  race  over  land  at  more 
than  forty  miles  an  hour.  The  airplane  was  taken  out 
to  sea,  and  “mother  ships”  harbored  a whole  fleet  of 
these  deadly  “mosquitoes.” 

Now  the  Europeans  were  not  inactive  during  the  last 
fifteen  years,  but  for  various  reasons  American  industry 
took  the  lead  in  these  innovations.  American  airplanes 
and  airplane  motors  have  few  rivals  in  the  world.  Amer- 
ican fire  control  system  is  among  the  leaders,  the  Thomp- 
son machine  and  submachine  gun  is  a terribly  effective 
weapon,  the  American  submarine  is  widely  sought  after, 
and  American  tear  and  poison  gas  shells  are  in  de- 
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mand  in  the  world  market.  It  appears  thus  as  though 
the  United  States  was  for  the  time  being  leading  the 
world  in  the  development  of  many  of  the  latest,  most 
ingenious,  and  most  destructive  engines  of  war. 

This  position  of  dominance  might  have  conquered  the 
world’s  markets  for  American  war  materials,  had  it  not 
been  for  the  fact  that  there  are  many  complications  in 
the  sale  of  arms.  American  products  were  more  expensive 
than  others,  partly  because  production  costs  were  higher 
due  to  labor,  royalties,  and  higher  profits.  Shipping 
costs  from  the  United  States  were  higher  also  than  those 
from  Europe.  Furthermore,  American  patents  were 
licensed  for  heavy  fees  to  other  manufacturers  who  in 
turn  sold  to  world  markets.  Finally  it  must  be  remem- 
bered that  international  politics  plays  a large  role  in 
determining  the  source  of  arms.  It  must  be  a truly 
extraordinary  situation  which  diverts  the  purchase  of 
arms  by  French  and  British  satellites  and  colonies  to 
other  countries  (with  one  or  two  exceptions).  Now  and 
then  this  works  in  “reverse  English.”  Turkey  may 
eagerly  demand  American  arms  in  order  to  free  itself 
from  British,  French,  and  German  influences,  and  in 
South  America  arms  are  often  bought  in  Europe  in 
order  to  cast  off  the  shackles  of  American  imperialism. 
On  the  whole,  however,  it  may  be  said  that  during  the 
last  decade  the  entire  world  was  interested  in  the  new 
development  of  war  engines  which  occurred  in  America. 
The  great  industrial  powers  tried  to  acquire  patent 
rights  for  manufacture  in  their  own  countries,  and  the 
smaller  powers  were  eagerly  seeking  demonstrations  of 
the  ingenious  new  American  war  machines  and  were 
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scanning  their  budgets  in  an  effort  to  purchase  some  of 
these. 

The  advantage  of  American  arms  makers  lay  in  their 
superior  products;  their  disadvantages  and  handicaps 
consisted  in  higher  costs,  politics,  and  the  financial 
stringency  of  governments.  One  other  important  factor 
entered  into  the  situation.  The  post-war  period  was  one 
of  intense  nationalism.  Before  long  this  nationalism  took 
on  economic  forms,  and  each  nation  tried  to  become  a 
self-sufficient  economic  unit.  Foreign  purchases  were 
restricted,  home  industries  were  built  up  and  encouraged, 
impassable  tariff  walls  excluded  the  products  of  other 
lands  or  made  them  more  expensive  than  home  manufac- 
tures. The  arms  industry,  naturally,  could  not  stand 
aside  from  this  increasing  Autarkie.  But  the  problem 
involved  in  the  manufacture  of  arms  is  by  no  means 
simple.  The  raw  materials  needed  are  seldom  all  avail- 
able, the  intricacies  of  the  industrial  process  are  great 
and  demand  expert  mechanics,  and  the  patent  rights 
to  the  most  recent  inventions  are  not  always  to  be  had. 
Nonetheless  there  is  observable  in  the  last  decade  a 
continual  increase  in  “home  industries”  in  armaments. 
Sometimes  this  was  confined  to  powder  production, 
which  is  relatively  simple;  sometimes  more  ambitious 
plans  were  evolved,  and  foreign  experts  were  brought 
in  to  erect  arms  factories  and  to  train  the  needed  per- 
sonnel. These  home  armament  industries  were  sometimes 
private  enterprises  encouraged  by  their  governments; 
at  other  times  they  were  government  arsenals.  In  either 
case,  American  arms  makers  were  faced  with  the  problem 
of  whether  they  would  establish  branch  factories  abroad, 
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license  their  patents,  and  aid  in  other  ways  in  establish- 
ing a competing  “home  industry,”  or  try  to  prevent  the 
growth  of  these  foreign  competitors  and  to  sell  their 
wares  as  heretofore.  They  did  both,  sometimes  aiding, 
sometimes  hindering  the  development  of  home  arms 
industries  in  other  countries. 

While  the  entire  world  was  interested  in  American 
arms,  the  real  field  of  commercial  activity  was  South 
and  Central  America  and  China.  Shipping  charges  south 
of  the  Rio  Grande  and  over  the  Pacific  were  equal  to, 
or  less  than,  those  of  Europe,  commercial  cables  ran 
direct  to  the  United  States,  and  an  active  attempt  was 
being  made  by  American  business  at  large  to  assimilate 
these  regions  as  sales  territory.  Thus  the  natural  outlet 
for  American  arms,  favored  by  geography  and  politics, 
were  these  two  regions,  but  even  there  foreign  competi- 
tion was  powerful  and  effective,  and  there  was  constant 
rivalry  between  British,  French,  Swedish,  Italian,  Swiss, 
Japanese,  and  American  arms  makers. 

Of  course  it  is  true — and  this  cannot  be  emphasized 
sufficiently — that  exports  are  always  a minor,  though 
by  no  means  an  unimportant,  item  with  most  arms- 
producing  countries.  Statistics  are  unavailable  or  un- 
reliable ($32,000,000  says  the  League  of  Nations  report 
for  1932),  but  none  of  the  larger  countries  export  more 
than  from  10  to  20  per  cent  of  total  production.  Individ- 
ual companies  are  different.  Some  American  companies 
depend  almost  entirely  on  home  orders,  and  their  export 
business  amounts  to  a fraction  of  one  per  cent.  Others, 
however,  are  wholly  and  entirely  export  companies  and 
sell  100  per  cent  to  foreign  countries. 
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Keeping  in  mind  then  that  the  export  of  arms  is  a 
small  percentage  of  total  production — due  also  to  foreign 
branch  factories — the  intense  competition  in  the  foreign 
field  nonetheless  leads  to  all  manner  of  practices  which 
endanger  good  government  and  muddy  international 
relations.  Arms  are  generally  sold  to  governments,  and 
government  agents  must  be  won  over  to  the  products 
of  certain  companies  if  sales  are  to  be  made.  Hence 
there  arises  the  whole  system  of  military  and  naval 
missions  by  which  one  country  advises  another  smaller 
one  as  to  military  and  naval  matters  and  generally  diverts 
the  resultant  arms  orders  to  itself.  There  develops 
further  the  close  tie-up  between  governmental  agencies 
for  foreign  trade  and  the  arms  companies  trying  to  sell 
in  other  lands.  There  arises  the  pernicious  practice  of 
bribery  by  which  orders  can  be  placed  only  after  “doing 
the  needful.”  From  the  viewpoint  therefore  of  inter- 
national good-will  and  of  honest  government,  to  say 
nothing  of  the  preservation  of  peace,  the  international 
sale  of  munitions  is  still  highly  important. 

Another  note  must  be  added  here  in  regard  to  the 
character  of  the  American  arms  industry.  Europe  is 
accustomed  to  huge  industrial  combines  or  vertical  trusts 
which  manufacture  everything  from  complete  battle- 
ships to  bomb  fuses.  All  of  these  companies  in  peace 
times  produce  a large  variety  of  ordinary  commercial 
products  which  make  up  about  50  per  cent  of  their  total 
business.  In  the  United  States  no  such  huge  cartels  as 
Vickers-Armstrongs  or  Schneider-Creusot  have  devel- 
oped. Du  Pont  is  the  powder  lord,  and  Bethlehem  and  its 
subsidiaries  build  warships,  manufacture  armor  plate, 
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etc.  But  the  American  arms  industry  is  far  more  special- 
ized than  the  European.  One  company  produces  sub- 
marines and  nothing  else  in  war  engines,  another 
manufactures  airplanes,  a third  specializes  in  “Tommy 
guns,”  etc.  It  is  very  possible,  therefore,  that  in  order 
to  fill  an  order,  say  of  fragmentation  bombs,  a good  deal 
of  shopping  around  must  be  done  before  the  bomb  is 
ready  for  shipping.  The  bomb  body,  the  fuse,  the  fins,  the 
TNT,  and  the  propellant  charge  may  all  come  from 
different  companies,  and  still  another  company  will  do 
the  assembling  and  the  shipping.  This  procedure  must 
be  remembered  in  estimating  the  worth  of  the  export 
figures  of  various  companies.  Many  of  their  sales  of 
component  parts  which  are  ostensibly  made  in  the  home 
market,  in  reality  are  export  sales. 

This  leads  to  another  peculiar  phenomenon,  the  arma- 
ment broker.  The  sale  of  arms  is  profitable;  the  difficulty 
lies  in  securing  orders.  Now  it  happens  frequently  that 
an  individual  or  a company  is  in  such  a favorable  posi- 
tion with  government  officials  that  it  may  readily  secure 
an  order  for  war  materials.  The  arms  broker  has  no  man- 
ufacturing plant  of  his  own,  nor  is  he  necessarily  an  agent 
for  any  arms  company.  His  sole  aim  is  to  make  the  larg- 
est profit  possible  on  this  order.  He  may  place  his  order 
with  an  American  firm  and  again  he  may  not.  He  may 
discover  that  he  can  buy  much  cheaper  in  Spain  or  Bel- 
gium or  Switzerland,  so  his  order  goes  to  the  foreign  com- 
pany. The  arms  move  directly  from  the  foreign  factory 
to  their  destination,  never  touching  United  States  soil, 
but  the  arms  broker  makes  a handsome  profit  in  the  proc- 
ess. Some  of  these  arms  brokers  may  carry  their  offices 
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under  their  hat,  but  in  many  cases  large  and  well-estab- 
lished American  companies  act  as  arms  brokers  or  agents 
for  foreign  firms,  and  the  process  is  essentially  the  same. 
Here  is  something  for  Army  and  Navy  officials  and  others 
who  oppose  arms  embargoes,  encourage  international  sales 
of  arms,  all  in  the  interest  of  “an  educational  business  in 
munitions  making,”  to  think  about.  The  foreign  goods 
sold  by  the  arms  brokers  produce  no  work  for  American 
arms  factories,  employ  no  American  labor,  establish  no 
experience  in  arms  making  for  American  industrialists; 
they  merely  produce  profits  for  the  American  arms 
broker.  What  now,  Malvolio? 

Here  then  we  have  the  setting  of  the  Hearings  of  the 
Nye  Committee.  If  we  ask  what  is  to  be  done  about 
the  munitions  industry  in  view  of  the  situation  which 
the  Nye  Committee  has  revealed,  the  doctors  will  advise 
remedies  according  to  their  several  diagnoses.  If  we  are 
dealing  merely  with  a few  abuses,  the  industry  can 
perhaps  be  “reformed.”  Chief  of  these  remedial  measures 
would  be  nationalization  of  the  most  obvious  sections 
of  arms  production,  with  complete  prohibition  of  inter- 
national sales.  In  order  to  be  of  any  real  value,  this 
measure  would  have  to  be  adopted  by  all  arms-producing 
nations.  Time  would  have  to  be  granted  to  the  small 
powers  to  build  up  their  own  munitions  industries,  which 
they  would  certainly  demand. 

If  nationalization  is  looked  upon  as  a guarantee  of 
peace,  a sad  awakening  will  probably  be  in  store  for  those 
who  put  their  trust  in  this  measure.  Wars  are  made 
today  by  militarist  and  imperialist  powers  which  use  the 
private  arms  industry  as  their  tool.  If  the  manufacture 
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of  armaments  were  made  a government  monopoly,  there 
is  nothing  in  the  world  to  prevent  these  governments 
from  making  the  nationalized  arms  industry  even  more 
efficient  than  it  is  under  private  control,  and  wars  might 
continue  unabated.  Nationalization  has  its  value,  but 
it  is  by  no  means  a guarantee  of  peace. 

If  the  diagnosis  of  the  situation,  however,  uncovers 
a much  more  serious  trouble,  such  as  the  alliance  between 
imperialist  governments  with  capitalist  business,  assert- 
ing and  holding  power  through  war,  in  which  combina- 
tion the  arms  industry  is  merely  a tool — a far  more 
radical  cure  would  have  to  be  prescribed.  So  much  seems 
certain,  that  as  long  as  capitalism  and  nationalism  use 
the  arms  industry  as  an  instrument  for  continuing  im- 
perialist wars,  it  makes  little  difference  whether  the 
manufacture  of  arms  remains  in  private  hands  or  be- 
comes a government  monopoly. 

The  American  Legion  and  others  have  demanded  that 
we  “take  the  profit  out  of  war.”  If  this  program  is 
restricted  to  the  arms  industry,  little  will  be  accom- 
plished. But  if  it  were  extended  to  include  all  that  profit 
by  the  war  system,  from  capitalist  Big  Business  to 
imperialist  governments,  then  indeed  it  is  a platform 
worth  fighting  for. 

Meanwhile  we  shall  eagerly  watch  the  further  work 
of  the  Nye  Committee  as  it  begins  its  investigation  of 
the  dealings  of  the  arms  industry  with  the  United  States 
Government. 
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